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Taxation Section 
Edited by J. A. L. GuNN, F.1.c.a. 


COLLECTION OF COMMONWEALTH INCOME TAX BY INSTALMENTS 


= A revised scale of deductions to be made by employers in respect of 
glaries and wages paid on and after April 1, 1943, has come into operation. 

It was, of course, impossible to publish details of the March, 1943, amend- 
ments in the Journal in time to assist readers at the inception of the new 
scheme, but the following main points are now published for the particular 
benefit of examination candidates : 


1. The new deductions apply to salaries and wages paid on and after April 
1, 1943, irrespective of the period when the salaries or wages were earned. 
eThe test is the date of payment, and not the period for which the salaries or 


wages are paid. 


2. In the case of employees without dependents, the tax deductions com- 
mence where the salary or wages exceed £2 per week. £2 and less per week 
pis exempt. 

3. Dependant declarations. In all cases where an employee claims the 
dependant rebate, he must complete and hand to the employer a fresh 
@ependant declaration, showing the number of dependants as at April 1, 
#943. Fresh declarations must be furnished to the employer even where 
Binere has been no change in the number of dependants since the previous 
Méeclaration was lodged. 


4. Dependants. As explained in previous issues of the Journal, the list 
dependants has been enlarged by the 1943 Act, and the dependant rebate 
lay now be claimed in respect of the following : 

a. Spouse (husband or wife). The separate net income derived by the 
spouse must not exceed £50 for the year. 

b. Female relative. The employee must be a widow or widower and 
the female relative must be in charge of the employee's children, and 
the children must be under the age of 16 years. As in the case of 
the spouse, the separate net income of the female relative must not 
exceed £50 for the year. 

Daughter-hou per. This is allowed where the employee is a 
widow or widower, and the daughter is wholly engaged in keeping 
house for, and is wholly maintained by, the employee. The daughter’s 
separate net income must not exceed £50 for the year. 

Housekeeper. The employee must be a widow or widower and the 
housekeeper (who need not be a relative of the employee) must also 
have the care of the employee's children, and the children must be 
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under 16 years of age. There is no income limit as far as the 
housekeeper is concerned. 

e. Mother. The mother must be wholly maintained by the employee 
and the mother cannot be in receipt of any income whatever, © 

f. Children. The children must be under the age of 16 years, and be 
wholly maintained by the taxpayer. (Children who will reach the 
age of 16 years before July 1, 1943, must not be included in the 
dependant declaration.) The child need not be a child of the 
employee or any other relative of the employee. 

g- Invalid child. The invalid child must be 16 years or over (if the 
invalid child is less than 16 years, the employee is entitled to the 
rebate under ({) above). The child may be in receipt of the invalid 
pension, but otherwise it must be wholly maintained by the employee 

The taxpayer is entitled to one rebate only in respect of any one dependant. 
For example, if a daughter, under the age of 16 years, of a taxpayer who is 
a widower, were in charge of brothers and sisters also under the age of 16, 
the taxpayer would not be entitled to claim four rebates under the headings of 

i. Female relative, 

ii. Daughter-housekeeper, 

iii. Housekeeper, and 

iv. Child under 16 years of age. 

In his assessment, the taxpayer will receive a rebate in respect of that 
dependant which will give him the highest allowance. 

5. Exemption certificates. The previously existing exemption certificates, 
which were to be effective until July 31, 1943, have been cancelled. 

An employee whose taxable income for year ending June 30, 1943, will 
amount to £104 or less, but who is now in receipt of salary or wages in excess 
of £2 per week, should lodge a return of income as soon as possible aiter 
June 30, 1943, and not later than July 31, 1943. The Department will then 
issue an exemption certificate, which on being presented to the employer will 
exempt the employee from further tax deductions until March 31, 1944. The 
stamps deducted from April 1, 1943, to the date of issue of the exemption 
certificate should be presented to the Department, together with the exemption 
certificate, when a cash refund may be obtained. lf the employee is still m 
receipt of salary or wages in excess of £2 per week after March 31, 1944, he 
will again be subject to the tax deductions after that date. 

6. Application of tax instalment deductions. Generally speaking, the tax 
instalment deductions made from salaries or wages paid on and after April |, 
1943, will be applied in payment or part payment, as the case may be, of the 
assessments that will be issued in respect of the income derived for the year 
ending June 30, 1943. The majority of those assessments will probably be 
due for payment in February or March, 1944, to enable employees to collect 
sufficient stamps to meet those assessments. 

Where an employee has not yet paid his 1942 assessment and the 
deducted up to March 31, 1943, are insufficient to meet that payment, s 
deducted on and after April 1, 1943, may be applied to meet the deficiency. 

Where an employee pays his 1942 assessment aiter March 31, 1943, and 
the tax deductions up to March 31, 1943, exceed the amount of the IH. 
assessment, he may apply for a cash refund in respect of the excess deductions 
up to March 31, 1943. . 

Example. An employee's assessment for income year ended June 30, 194¢, 
amounts to £40 and will be due for payment on June 10, 1943. He collected 
stamps amounting to £60, made up of tax deductions of £45 up to March 2}, 
1943, and £15 between that date and date of payment of the assessment, June 
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10, 1943. On payment on June 10, 1943, the £60 stamps will be applied as 
follows : 
£40 in payment of 1942 assessment; 
5 cash refund if the employee so requests; 
15 a certificate of credit, vide para. (7), will be issued. 


£60 


If the employee does not make application for a cash refund in respect of 
the £5, a certificate of credit will be issued for £20. 

Where the amount of the excess tax deductions is less than £1, a cash 
refund will be made for the excess without application by the employee. Cash 
refunds of tax deducted to March 31, 1943, will also be made where no tax 
is payable by the employee in respect of income year ended June 30, 1942. 


7. Certificate of credit. A certificate of credit will be issued in respect of 
surplus tax instalment deductions in the circumstances explained in paragraph 
(6). The amount shown on the certificate of credit will bear simple interest 
at the rate of 2% per annum (calculated to the nearest 1/-) for the period 
f issue of the credit certificate to the date on which the amount shown on the 
certificate or part thereof is applied in payment of tax payable by the employee, 
or is refunded to him. The interest accrued on the certificate will also be 
applied towards payment of the tax due by the employee, or if there is an 
excess, it can be refunded to the employee. 


War-TIME (CoMPANY) TAX 


The Board of Review held last year that interest derived from any securities 
to which S. 20 of the Commonwealth Debt Conversion Act, 1931, applied, 
or from any loan to which S. 52B (2) of the Commonwealth Inscribed Stock 
Act. 1911-1940, applied, was not subject to War-time (Company) Tax. 

The effect of this decision was unduly favourable to companies which had 
invested funds in this class of security in that, whilst the interest was excluded 
from the taxable profit, the capital invested in the securities remained in the 
capital employed for the purpose of calculating the tax. 

The difficulties arising out of the Board’s correct decision were overcome 
ina most ingenious manner. Act No. 21 of 1943 excludes from the taxable 
profit the interest on Conversion Loan securities and also excludes from the 
capital employed the capital invested in those securities. If the amending 
\ct had stopped there, the last state would be worse than the first, as the 
rates of interest on Conversion Loan securities are less than the statutory 
percentage. This position has been overcome by new S. 18A, inserted by 
the 1943 Act, which provides that notwithstanding the elimination of the 
interest from the “taxable profit” and the elimination of the capital invested 
in the securities from the “capital employed,” a company shall not be liable 
to pay any greater amount of War-time (Company) Tax than the amount 
which it would have been liable to pay if such interest and capital had not 
been so eliminated. 

Thus, in effect, the position is now the same as that which existed prior 
to the Board’s decision. 

The 1943 amendment applies to all assessments for the financial year which 
commenced on July 1, 1942 (i.e., to taxable profit derived during accounting 
period ended June 30, 1942, or during the period substituted therefor) and 
all subsequent years. 
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EXEMPTION OF PAY AND ALLOWANCES OF CERTAIN MEMBERS 
OF THE DEFENCE FoRCES 
The exemption granted by S. 23 (s) of the Commonweaith Income Tax 
Assessment Act, 1936-1942, is fully discussed in the November, 1942, issue 
of the Journal, at pp. 498-502. 
Section 23 (s) has been amended by the 1943 Act to prevent a possible 
anomaly in respect of the exemption of pay and allowances of military 


personnel. 

As officially pointed out, the general effect of S. 23 (s), so far as military 
personnel are concerned, is to exempt the pay and allowances earned by 
members of the Defence Force: 

(i) Out of Australia. 

(ii) In Australia, if within twelve months after the close of the vear of 
income the member of the Defence Force embarks for service 
out of Australia, and during the period of twelve months after 
embarkation he is, for a period of six months or periods aggregating 
six months, on service out of Australia. 

(111) In Australia for three months immediately following his resumption 
of duty in Australia. 

“Australia” does not include any Territory of the Commonwealth which 
is not part of Australia. Service in Papua or New Guinea is, therefore, 
service out of Australia for the purpose of the above exemption. 

Paragraph (b) of the proviso to S. 23 (s) denied the exemption granted 
by (ii) and (iii), supra, in the case of pay and allowances earned by a member 
of the Defence Force prior to the date of his enlistment in or appointment 
to that Force for service beyond the limits of the Commonwealth. ‘“Common- 
wealth” was defined as including any Territory of the Commonwealth. 

In the case of members of the A.M.F. or Permanent Military Forces who 
have transferred to the A.I.F., it is clear that the effect of paragraph (b) of 
the proviso was to deny them the exemption of their pay and allowances 
earned in Australia prior to their transfer to the A.I.F. But paragraph (b) 
was open to the construction that members of the A.M.F. or Permanent 
Militarv Forces serving in Papua and New Guinea who did not transfer to 
the A.I.F. were exempt in respect of their pav and allowances earned in 
Australia to the extent provided by (ii) and (iii), supra. 

The amending Act of 1943 has deleted paragraph (b) of the proviso to 
S. 23 (s). thus placing all members of the military forces on a common 
footing with regard to the exemption of their pay and allowances earned both 
in and out of Australia. 

Examples (8) and (9) which appear in p. 500 of the Journal require to 
be revised in the light of the above amendment, which applies to income year 
ended June 30, 1941, and all subsequent income years. 

The portion of the proviso which has been retained relates to service 
personnel who may leave Australia on special missions of brief duration, vide 
example (10) of Journal, p. 500. In these instances there is no exemption 
of the pay and allowances earned in Australia. 


SEcRECY PROVISIONS 

Section 16 (4) (b) of the 1936-1942 Act permitted the Commissioner to 
communicate information to the Board of Review. By the amending Act o! 
1943, paragraph (b) has been extended to include any board (or any member 
thereof) exercising any function under any Act administered by the Com- 
missioner of Taxation or the Commissioner of Land Tax or under any State 
Act administered by the Commissioner of Income Tax of any State. 

It was officially explained that the above amendment was necessary to 
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enable the Commissioner to furnish information to the proposed Tax Agents 
Boards concerning tax agents. It was considered essential for the proper 
working of new Part VIIA, requiring registration of tax agents, that power 
be given the Commissioner to supply information to the Tax Agents Boards 
in the same manner as he is authorised to furnish information to the Board 
of Review and other authorities. 


TAx AGENT'S CERTIFICATE 
New subsection (1A), inserted in S. 165 of the Commonwealth Income 
Tax Assessment Act by the amending Act of 1943, provides as follows: 


“(1A). The agent’s certificate shall, for the purposes of this Act, be 
deemed to be duly signed, in the case of a partnership or a company which 
is registered as a tax agent in pursuance of Part VIIA of this Act, if it is 
signed in the name of the partnership or company, as the case requires, by a 
person who is registered as a nominee of that partnership or company for the 
purposes of that Part, and that person’s name is also appended, and not 


otherwise.” 

The new subsection is consequential upon the insertion of Part VIIA in 
the Principal Act, which provides for the registration of tax agents. 

Section 165 provides that any person who charges, directly or indirectly, 
a fee for preparing or assisting in the preparation of an income tax return 
shall sign the agent’s certificate endorsed on the form of return. The agent’s 
certificate requires the person charging the fee to furnish particulars regarding 
the books and records from which the return is compiled and to state whether 
the return is in accordance with those books and records. 

It was officially explained that the above-mentioned amendment to 165 
is designed to ensure that when an income tax return is prepared for any 
person by a registered tax agent who or which is a company or a partnership 
the agent’s certificate shall be signed in the name of the company or the 
partnership by a person who is a registered nominee of that company or 
partnership. 


PARTIAL EXEMPTION OF INCOME FROM CERTAIN MINING OPERATIONS 

\s pointed out in the December, 1942, issue of the Journal, at pp. 570-571, 
the exemption granted by S. 23A applied, in its original form, to twenty 
per cent. of the net income, as defined, from the whole of any mining operations 

1 Australia (except coal mining), provided such operations were carried on 
for a purpose which included the production of any of the prescribed base 
metals or rare minerals. 

The amending Act, No. 10 of 1943, has replaced S. 23A (1) by a new 
subsection which limits the exemption to twenty per cent. of the net income 
derived by a person as is attributable to the production or is derived from 
the sale of a prescribed base metal or rare mineral produced by that person 
irom mining operations in Australia. 

Section 23A (2) has been consequentially amended. 

In support of the above amendment, it was officially explained that 
S. 23 was inserted in the principal Act to give to companies and individuals 
engaged in mining a partial exemption from income tax in respect of income 
derived from the production and sale of base metals and rare minerals 
essential to the manufacture of materials of war, and of which there is a 
shortage or a danger of shortage in Australia. The purpose of the exemption 
is to encourage the fullest possible production of the prescribed metals and 
mnerals. In a number of instances, however, the mining operations carried 
on produce, in addition to the prescribed metals and minerals, other metals 





212 THE AUSTRALIAN ACCOUNTANT UNE 


and minerals of which there is no shortage in Australia. In these cases S. 234 
was, as previously stated, open to the construction that the exemption was 
not limited to that part of the profit which is derived from the production and 
sale of the prescribed metals or minerals. The 1943 amendment is designed 
to ensure that the exemption will be so limited and will exclude profits not 
intended to be within the exempt class. 

A new subsection (1A) was inserted by the 1943 amending Act. This 
provision applies where the prescribed metal or mineral is not sold by the 
taxpayer who produced it but is used by him in the manufacture of other 
goods. The exemption provided by S. 23A (1) is extended by S. 23A (1A 
to those cases by treating the metal or mineral as having been sold for an 
amount equal to its market value at the time it is so used. 

The above amendments apply to income year ended June 30, 1942, or 
substituted accounting period, and all subsequent vears. 


30ARD OF REVIEW 
ILLNESS, ETC., OF CHAIRMAN 

Section 180(1) of the Commonwealth Income Tax Assessment Act provides 
that in the case of the illness, suspension or absence of the Chairman of th 
Board of Review, the Governor-General shall appoint one of the other members 
of the Board to act as Chairman during such illness, etc. However, if the 
Chairman had been unable to continue his duties owing to sudden illness while 
the Board was engaged in hearing cases, the hearings would have had to be 
abandoned and the cases heard at a later date. To meet this possibility 
S. 180(1) has been amended by the 1943 Act. The amendment provides that 
until one of the other members is appointed by the Governor-General as 
Acting-Chairman, the member of the Board whose first appointment was the 
earlier shall act as Chairman. It was officially explained that the above 
amendment will enable the Board to continue to function during the period 
between the commencement of the Chairman’s absence and the appointment 
of an <Acting-Chairman by the Governor-General. By this means delay 
in hearing the cases, and additional expenses to both the taxpayers and the 
Commonwealth, will be avoided. 





COMMONWEALTH INSTITUTE OF ACCOUNTANTS 
COMMONWEALTH INCOME TAX LAW AND PRACTICE 
ApriL, 1943, EXAMINATIONS 


Model Answers 
Question 1 
In certain circumstances, a taxpayer is entitled to an allowance in Income 
Tax for a donation to a Public Hospital. 
What are the pre-requisites for such an allowance, and what is the basis 
of the allowance in the case of— 
a. a company; and 
b. an individual? 
Answer 1 
In the case of both companies and individuals, an allowance is 
respect of gifts of £1 and upwards, made to a public hospital. 
The gift may be made in— 
i. money; 
li. property other than money. 
The following limitations are placed on gifts of property other than money— 
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The property must have been purchased by the taxpayer; e.g., a gift 
of property inherited by the taxpayer would not be subject to the 
allowance. 
The property must have been purchased within 12 months imme- 
diately preceding the making of the gift. 
The allowance in respect of the gift is limited to— 

a. The value of the property at the time of making the gift ; 

b. The amount paid by the taxpayer for the property, 
whichever is the less. (Section 78.) 

a. Companies 

In the case of companies, gifts to a public hospital are an allowable 
deduction, to an extent not exceeding the amount of income remaining after 
deducting from the assessable income all other allowable deductions, except 
losses of previous years. (Section 78 (1).) 

b. Individuals 

In respect of income year ended June 30, 1942, or substituted accounting 
period, individual taxpayers are entitled to a deduction from the assessable 
income of gifts made to a public hospital to the same extent as explained in 
(a) above. (Section 32 (1) of Amending Act (No. 2) of 1942.) 

In respect of income year ended June 30, 1943, or substituted accounting 
period, and all subsequent income years, individual taxpayers will be entitled 
to a rebate of tax, calculated at the personal exertion rate of tax appropriate 
to the taxpayer's total taxable income, on the amount of the gift to a public 
hospital. (Section 160.) 

Question 2 

The Federal Income Tax Act prescribes that mining companies carrying 
on operations for rare minerals shall be treated on a special basis with regard 
to the ascertainment of their income for taxation purposes. 

Fully explain their position in this regard, including any action which they 
may take in special circumstances. 

Answer 2 

A person, which includes a company, carrying on mining operations (other 
than coal mining) in Australia for the purpose of, or for purposes which 
include, the production of any prescribed base metals or rare minerals, required 
for use in, or in connection with, the prosecution of the present war, is evempt 
from income tax in respect of an amount equal to 20% of the amount 
remaining after deducting from so much of the assessable income as is 
attributable to the production or is derived from the sale of such base 
metals or rare minerals produced by those operations— 

a. All allowable deductions relating to that income; and 
b. Any other allowable deductions, or part thereof, which, in the opinion 
of the Commissioner, may appropriately be related to that income. 

Where a taxpayer considers that the exemption, as explained above, is 
inadequate, having regard to the production of the mine, he may apply for an 
increase in the amount of the exemption. The application will be considered 
by the Board of Referees, which is empowered to increase the exemption to 
the extent which it considers just. The decision of the Board of Referees is 
final. (Section 23 (A).) 

Question 3 

Explain fully the basis upon which dividends on shares in gold mining 
companies are treated for taxation purposes in the hands of shareholders, 
where the companies operate— 

a. In Australia ; 
b. Outside Australia. 
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Answer 3 

a. Goldmining Companies operating in Australia, Papua and New Guinea 

Dividends received by resident and non-resident shareholders, paid wholly 
and exclusively out of income derived by the company from the working by 
it of a gold mining property in Australia, Papua or in the Territory of New 
Guinea, are exempt. So are also dividends paid by a company wholly and 
exclusively out of dividends received by it from a company which derived 
income from the working of a goldmining property in Australia, Papua and 
New Guinea. (Section 44 (2).) 

b. Goldmining Companies operating outside Australia 

Dividends received by a resident shareholder, paid wholly and exclusively 
out of goldmining profits derived by a company operating outside Australia, 
other than Papua and New Guinea, are assessable, if declared after October 
29, 1941. (Section 44 (2).) Non-resident shareholders are exempt in respect 
of such dividends. (Section 44 (1) (b).) 


Question 4 

A company has spent considerable sums on providing air raid shelters. 
You are asked to report fully as to any deduction which it may claim under 
the Federal Income Tax Act and any action it may take in the event of the 
Commissioner not agreeing with its views. 

Submit this report. 


Answer 4 


The Commonwealth Income Tax Assessment Act, as amended by Act 
No. 10 of 1943, provides for an allowable deduction of expenditure incurred 
by a taxpayer in the year of income, for the protection of persons or property 


from hostile action by any enemy forces. Such expenditure must be incurred 
on or in connection with premises or part of premises owned or used by 
the taxpayer primarily and principally for the purpose of producing assessable 
income, or in carrying on a business for that purpose. 

Where any such expenditure creates an enduring benefit to the taxpayer, 
other than the benefit of protection from enemy action (e.g., construction of 
a basement as an air-raid shelter which may later be used as a storeroom) 
the deduction is reduced by an amount equal to the value of the enduring 
benefits so created. 

Where the amount claimed as expenditure for enemy raids precautions is 
reduced by the Commissioner, the taxpayer may, within 60 days after service 
of the notice of assessment, in writing request the Commissioner to refer the 
claim to the Board of Referees. The Board of Referees determines whether 
the amount allowed by the Commissioner should be confirmed, increased or 
even reduced. The decision of the Board of Referees is final and conclusive. 
(Section 72 (B).) 


Question 5 


“A” enlisted in the A.I.F. on September 1, 1939, and left for service out 
of Australia on June 1, 1940, and is still on service abroad. 

“B” enlisted in the A.I.F. on October 1, 1940. He embarked for service 
overseas on June 1, 1941, and returned to Australia on November 1, 1941. 
His return was not due to injury or illness. Since then he has remained on 
service in Australia. 

The year of income in each instance ended on June 30. 

What are the liabilities of “A” and “B” with regard to their pay and 


allowances? Give reasons for your decision. 
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“A” is exempt from Commonwealth income tax in respect of his pay and 
allowances whilst serving in Australia under the provisions of Sections 23 
(S) (ii) of the Commonwealth Income Tax Assessment Act. That sub- 
section, inter alia, provides that the pay and allowances earned in Australia 
by any person enlisted in or appointed to the Defence Force are exempt from 
income tax if, within 12 months after the close of the year of income, he 
embarks for service out of Australia, and during the period of 12 months 
immediately following the date of embarkation is, for a period of, or periods 
which aggregate, not less than 6 months, on service out of Australia. “A” 
satisfies all these conditions. “A” is unconditionally exempt in respect of 
his pay and allowances whilst serving out of Australia. (Section 23 (S) (i).) 

“B's” pay and allowances whilst serving in Australia for the period 
October 1, 1940, to May 31, 1941, are not exempt because, although he 
embarked within the prescribed period of 12 months, his service out of 
Australia was for a period of less than 6 months immediately following the 
date of embarkation, and his return to Australia was not owing to injury 
or illness. His pay and allowances earned whilst serving out of Australia, 
that is, from June 1, 1941, to October 31, 1941, are exempt under the 
provisions of Section 23 (S) (i). “B’s” pay and allowances earned since 
his return to Australia on November 1, 1941, are assessable, because his 
ex-Australian service was less than six months, and his return to Australia 
was not due to injury or illness, and, therefore, he does not enjoy the limited 
exemption granted by Section 23 (S) (iii). 


Question 6 
a. A husband's taxable income is £2,000 from property. 
His wife has taxable income as follows: 
Rents from properties transferred by way of gift from 
her husband in the following months— 
January, 1940 £200 
January, 1941 200 
January, 1942 100 
Other Property Income 300 


Upon what basis will each be taxed? 


b. What are the rates of Federal Income Tax payable by a non-private 
company ? 


Answer 6 
a. The husband is taxable on his actual taxable income of £2,000 at the 
rate applicable to an income derived from property of £2,100. (£2,000 plus 
income from gift made to wife after October 29, 1941, £100 = £2,100.) 
(Section 102A (1) (a).) 
The wife will be taxed as follows: 
i. On £100 (income from gift of property made by husband after October 
29, 1941) at the rate applicable to the husband under Section 102A 
(1) (a) above; that is, £2,100. (Section 102A (1) (b) (i).) 
On £700 (£400 income from gift of properties made by husband 
before October 29, 1941, plus £300, separate income from property 
by wife) at the rate applicable to a taxable income from property of 


£700. (Section 102A (1) (b) (ii).) 





216 THE AUSTRALIAN ACCOUNTANT JUNE 


b. The rates of Federal Income Tax payable by a non-private company for 
year of tax ending June 30, 1943, are as follows: , 
i. Ordinary income tax—6/- in #1. 
ii. Super tax on taxable income in excess of £5,000—1/- in £1. 
iii. Tax on undistributed income—2/- in £1. 
iv. Tax at source on interest paid to a non-resident—6/- in £1 
(Seventh Schedule and Section 6 of the Income Tax Act, 1942.) 


Question 7 
In what manner is the profit calculated where goods manufactured out of 
Australia are sold in Australia by— 
i. the manufacturer of the goods, 
ii. by the merchant who is not the manufacturer ? 


Answer 7 

i. Where goods manufactured out of Australia are imported into Australia 
and the goods are, either before or after importation, sold in Australia by 
the manufacturer of the goods, the profit deemed to be derived in Australia 
from the sale shall be ascertained in the following manner: 

From the sale price of the goods there shall be deducted— 

a. the amount for which, at the date the goods were shipped to Australia, 
goods of the same nature and quality could be purchased by a 
wholesale buyer in the country of manufacture; and 

b. the expenses incurred in transporting the goods to Australia and 
selling them in Australia. 

By deducting the wholesale value in the country of export at the date oi 
shipment to Australia, instead of the actual cost of the goods, the manu- 
facturing profit, if any, is excluded from liability to Commonwealth income 
tax where the sale is made by the manufacturer of the goods. The wholesale 
value, and all other amounts, must be expressed in Australian currency. 
(Section 38.) 

ii. Where goods which are imported into Australia are, either before or 
after importation, sold in Australia by a person, not being the manufacturer 
of the goods, the profit deemed to be derived in Australia from the sale shall 
be ascertained by deducting from the sale price of the goods their actual 
purchase price, in Australian currency, and the expenses incurred in trans- 
porting them to, and selling them in, Australia. 

The only difference in the treatment of an overseas manufacturer and an 
overseas merchant is that, in the first case, wholesale value is brought into 
the calculation of profit or loss, whereas in the second case the calculation is 
based on actual cost to the merchant. In theory both methods should produce 
the same result. (Section 39.) 


Question 8 


Describe fully the concessional rebates allowed in respect of the following: 
i. Wife of taxpayer. 
ii. Two children of taxpayer. 


Answer 8 
A concessional rebate of tax, calculated at the personal exertion rate 
appropriate to the taxable income of the taxpayer, is allowed in respect ol 
the following amounts: 
i. Wife of taxpayer—£100. 
ii. First child under 16 years of age—#£75. 
Second child under 16 years of age—£30. 


satis 
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Wije of taxpayer.—Provision is made that in those cases where the taxable 
income falls between £200 and £250, inclusive, the allowance for the dependent 
wife shall be half the taxable income, and that where the taxable income falls 
between £250 and £300, the allowance shall be the sum of £100 plus half the 
amount by which £300 exceeds the taxable income. For example, if the 
taxable income is £240, the rebatable amount is half that amount, viz., £120, 


and if the taxable income is £280, the rebatable amount is: 


300 — 280 , 
(100+ === ) = £110. 


The Act, however, provides for the following maximum rebates of tax: 
i. Dependent wife—#£45. 
First child under 16 vears of age—#£45. 
Second child under 16 years of age—4£8. 
(Section 160—as amended by Act. No. 10 of 1943.) 
Question 9 
Depreciation is allowed under the Income Tax Act upon certain property. 
What limitation, if any, is placed upon the word “property” ? 
Describe the basis of depreciation and its method of calculation. 
Answer 9 
Depreciation is allowed, under the Commonwealth Act, in respect of any 
roperty, being plant or articles owned by a taxpayer, which has been either: 
used by him during the year of income for the purpose of producing 


assessable income; or 
installed ready for use for that purpose, and is, during the year of 
income, held in reserve. (Section 54 (1).) 

Basis of Depreciation. In the first calculation of the depreciation to be 
allowed in respect of any unit of property, the Commissioner is required to 
make an estimate of the effective life of the unit, assuming that it is main- 
tained in reasonably good order and condition. The annual depreciation 
allowable is fixed in accordance with the Commissioner’s estimate. Thus, if 
the effective life of the unit were estimated to be 5 years, the annual allowance 
for depreciation would be 20 per cent. (Section 55.) 

Method of Calculation. The Commonwealth Act makes provision for 
alternative methods under which the allowance for depreciation may be 
calculated, namely, diminishing cost or prime cost. 

The allowance for depreciation is based on diminishing cost (Section 56 
(1) (a)) unless the taxpayer exercises an option to have the allowance 
calculated under the prime cost method. Where a taxpayer desires to have 
depreciation calculated in accordance with the prime cost method, he must 
notify his option in writing to the Commissioner of Taxation on or before 
the date of the furnishing of the first return to which the option applies. The 
selected method of calculating depreciation applies to all units of property in 
respect of which depreciation is allowable (Reg. 7), and it can be altered 
only with the leave of the Commissioner (Section 57). 

Question 10 

A taxpayer informs you that owing to severe financial losses he will be 
unable to meet his income tax obligations and desires to know whether he 
can obtain relief. 

Advise him fully as to his position and the method by which his case 
will be decided. 

Answer 10 

The Commonwealth Act provides that in any case where it is shown to the 

‘atistaction of a Board consisting of the Commissioner, the Secretary to the 
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Treasury and the Comptroller-General of Customs, or of such substitutes 
for all or any of them as the Minister appoints from time to time, that a 
taxpayer has suffered such losses or is in such circumstances that the exaction 
of the full amount of tax will entail serious hardship, the Board may release 
the taxpayer wholly or in part from his liability, and the Commissioner may 
make such entries and alterations in the assessment as are necessary for that 
purpose. 

Where an application is made for release in respect of an amount of tax, 
if that amount is not less than £500, the Board shall, and if that amount js 
less than £500, the Board may, refer the application to a member of the 
Board of Review. The Relief Board may refer the application to the 
Chairman of the Valuation Board constituted under the Land Tax Assess- 
ment Act, in lieu of referring it to a member of the Board of Review 

In any case where the liability to tax does not exceed £20 the Commissioner 
may exercise the powers otherwise conferred upon the Relief Board. (Section 
265.) 





Classification of Accounting Data—xX\Il 
By A. A. FitzGeratp and L. A. ScHuUMER. 


THe MecHANIcs OF CLASSIFICATION 

These articles have so far been concerned with an examination 
various bases on which accounting data may be classified, and with a short 
description (in number XI of the series) of methods of setting up a chart oi 
the classification to be used in a given case, and of the precautions that may 
be taken to ensure consistency from time to time in the classification of 
individual items. 

It is proposed, in later articles, to illustrate the principles by specimen 
classifications used in specific undertakings, and so to conclude the series. 

Before that is done, however, it may be useful to make a short survey of 
the mechanism by which effect is given, in books of account, to the desired 
classification. 

It will be remembered that, in the first article in the series,! it was said 
that “the accounting process is a process of collecting, tabulating, classifying 
and analysing numerical data relating to the operations of an enterprise, and 
of presenting the results of the analysis.” 

It was claimed also that the central problem was that of classification, and 
that the method and extent of the classification used in any given instance 
both limited the form and content of the information which could be derived 
from an accounting system and influenced the mechanism of collection and 
tabulation. In other words, a system of bookkeeping designed to provide a 
desired classification must be governed by the classification itself. Therefore, 
the steps in designing an accounting system should be: 

1. To determine the nature and extent of the information which 
desired to obtain, i.e., to set up the form of the various accounting 
statements and reports which are to be prepared from time to time f 
the information of managers or proprietors. 

To design a classification of the accounting data which will enable these 
statements and reports to be prep vared with a minimum of effort and 
with as little risk as possible of error, inconsistency or irrelevancy. 

3. To design a bookkeeping system which will result in the collection and 
tabulation of the data and its final classification in the desired way 45 


1. The Australian Accountant, June, 1942. 
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economically as possible and with the minimum of risk of errors or of fraud. 

The remaining steps in the accounting process, viz., the analysis of the 
classified data and the reporting of the results of the analysis, are beyond the 
scope of this series of articles. 


THE ESSENTIAL PARTS OF THE BOOKKEEPING MECHANISM 


Centuries of experience in the search for a method of systematic collection 
and tabulation of accounting data have shown that the most satisfactory 
method is the system known as double-entry bookkeeping. Though designed, 
many centuries ago, to meet business conditions vastly different from those 
of to-day, this system has, so far, successfully met every challenge, and has 
shown itself to be, adaptable, to a surprising extent, to the constantly changing 
demands made by the ever-increasing complexity of business organization 
and business methods and practices. 

It may be that, for certain purposes, it may not much longer continue to 
be entirely satisfactory. For instance, it has been questioned whether double- 
entry is, in itself, adequate as a means of recording the financial operations 
of governments. It has also been claimed that one of the functions of cost 
accounting—the study of differential costs of different units of production— 
is a statistical procedure best carried on outside the books of account.? 

But, even so, the further records or analyses which are needed for such 
purposes are in the nature of supplementary procedures and not alternatives 
to the mechanism of double-entry bookkeeping. 

The mechanism of double-entry consists of three parts: 

(a) Some record evidencing the occurrence of a business transaction or 
operation made, as soon as possible after the happening, as a 
memorandum or proof of the transaction or operation. This may 
be called, shortly, the Evidence Record. 


(b) A preliminary tabulation or sorting of the data contained in Evidence 
Records, in order to facilitate the process of final classification. This 
part of the mechanism is known as the Posting Medium. 

(c) The final classification made by the “posting” of the data from the 
Posting Medium to the Ledger Accounts. 


In the earliest form of the double-entry system these three parts were 
clearly observable and easily distinguishable. A memorandum was made of 
every transaction in a Memorandum book—the Evidence Record. From the 
Memorandum book, entries were made in the Posting Medium, known as 
the Journal, in such a way that the accounts affected were clearly disclosed 
and the accounts which were to be debited were distinguished from those 
which were to be credited. Finally, by posting each of the entries in the 
Journal to the appropriate account in the Ledger, the final classification was 
effected. 

The process was laborious ; it necessitated an entry in a Memorandum book, 
a further entry in a Journal, and the posting of two items in ledger accounts 
in respect of every individual transaction of a business. Moreover, despite 
the facility by which arithmetical errors might be detected through the device 
of the trial balance, it was extremely susceptible to error. In any one of the 
four transcriptions involved, errors might be made in the name of the ledger 
account affected, with the result that the final classification would be incorrect, 
even though the entries in the various books might be arithmetically correct. 
And even arithmetical accuracy was not absolutely assured, because of the 
possibility of compensating errors, the effect of which on the trial balance 
would cancel out. 


2. R. S. Edwards, Modern Business Problems, p. 296. 
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MopERN ADAPTATIONS OF THE MECHANISM 

Such a detailed process would have been out of question in modern 
businesses in which the number of individual transactions and operations may 
run into many hundreds of thousands a year and in which classification may 
be required into hundreds or even thousands of items. 

Fortunately, however, the system has proved adaptable to these changed 
conditions, and, no matter how extensive a business may be, how numerous 
its transactions and operations, and how detailed the classification desired, 
the classification may be effected through an adaptation of the mechanism of 
the Evidence Record, the Posting Medium and the Ledger. 

This has been made possible by three important developments : 

(a) The discovery, at a relatively early stage, of the devices of the 
composite Journal entry and the subdivision of the Journal into 
several parts. 

(b) The application to the bookkeeping process of such mechanical 
devices as typewriters, carbon copies, adding machines, accounti 
machines, and punching, sorting and tabulating machines. 

(c) The use of the device of the controlling account and its variant, 
columnar ledger. 

The Composite Journal entry is an entry in which several debit items are 
counterbalanced by one credit item, or vice versa, so that, whilst one side 
of the journal entry may be “posted” in detail, the other side is “posted” 
total. Thus, one posting of a total is made to serve the purpose of 
unlimited number of postings of items. 

The subdivision of the journal derives directly from the composite journal 
entry. Journal entries of a particular class, e.g., those relating to sales or t 
purchases or to cash transactions, are made in a subdivision of the journal 
set apart for that class of entries. Thus we have the Sales Journal, the 
Purchase Journal, the Cash Receipts Journal, the Cash Payments Journal, 
and so on. 

A further extension of the device of the composite journal entry produces 
the Columnar Journal, in which, whilst one side of the entry may be posted 
in detail, data relating to the other side of the entry is so tabulated in columns 
that it may be posted, in a series of sub-totals, to several ledger accounts. 

For example, in a columnar purchase journal each entry may be posted 
in detail to the credit of an individual personal account, whilst the sub-totals 
accumulated in various columns may be posted to the debit of such accounts 
as Raw Materials, Finished Stock, Factory Supplies, Repairs, etc. 

Mechanical devices have played an important part in the development 
of modern bookkeeping procedures in three main ways: 

(a) By facilitating the collection and tabulation of evidence records, so 
as to provide the data for composite journal entries. 

(b) By making possible the simultaneous preparation, in a_ single 
operation, of evidence record and posting medium, evidence record 
and ledger account, or posting medium and ledger account. Thus sales 
invoices (evidence records) may be prepared simultaneously wit 
copies thereof to be used as posting media, the double-entry being 
completed by accumulating the total of such invoices and posting 
it to the credit of Sales Account (or several sub-classifications of this 
account), and cheques (evidence records) may be prepared simul- 
taneously with cash receipts journals (posting media) ; customers’ 
statements (evidence records) may be prepared simultaneously wit! 
customers’ ledger acocunts, and “pay vouchers” prepared to forwar 
with cheque in settlement may be prepared simultaneously with 
purchase ledger accounts; payrolls (sometimes used as_ posting 
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media, in order to provide a classification of wages paid) may be 
prepared simultaneously with employees’ personal earnings records 
(a form of subsidiary ledger account). Clearly, a most important 
contribution to the avoidance of error, as well as to labour-saving, 
is made by these simultaneous preparations, since, in each case, at 
least one transcription of the data (the most common cause of error ) 
is eliminated. 

By providing means for the sectional “balancing’’ of specific 
divisions of the records through the agreement, day by day, of the 
totals of entries or postings made, accumulated progressively in the 
machines, with pre-determined totals of the entries or postings which 
were to have been made. 

The Control Account is a means whereby each of the main groups in a 
classification may be concentrated in a single account in the main ledger, 
whilst its subdivisions are dealt with in detailed accounts kept in subsidiary 
ledgers, “controlled” in total by their respective control accounts.’ 

These accounts serve several useful purposes: 

(a) they limit the detail contained in the main ledger, and so facilitate 
the prompt preparation of statements from that ledger ; 
(b) they are an indispensable feature of the method of sectional 
“balancing” of ledger accounts ; 
(c) they permit of division of labour when the total number of accounts 
is too numerous for one person to take care of; and 
(d) they allow particular classes of accounts to be recorded on a form 
which is ruled in a peculiar way or which contains other desirable 
information, e.g.: 
i. debtors’ and creditors’ accounts on forms suitable for machine 
posting ; 
detailed accounts for merchandise or materials and work-in- 
process on forms which record also statistical information ; 
plant and equipment records with statistical information also; 
and 
iv. confidential accounts. 

Columnar ledger accounts, in which group totals are recorded in a main 
column, whilst details are recorded in subsidiary columns, are a variant of the 
control account device. The main column is, in effect, the control account 
controlling the details columns. 

From this brief consideration of the labour-saving and _ error-avoiding 
devices used in modern double-entry bookkeeping it will be evident that 
several pairs of the commonly used devices are alternatives one to another. 
In many instances, one device is used in hand-written records, whilst its 
alternative is used in mechanised records. 

Thus, the composite journal entry made in a general journal is the 
alternative to the journal sub-division, the control account, with its subsidiary 
ledger accounts, is the alternative to the columnar ledger account, and the 
columnar journal is the alternative to dissections and tabulations effected by 
machine operations. It should, however, be noted that devices for the 
simultaneous preparation of two of the three parts of the bookkeeping 
mechanism may be applied to hand-written records as well as to machine-kept 
records. Thus, pen carbon copies of sales invoices may be used to effect the 
simultaneous preparation of evidence record and posting medium, in precisely 

The term “Adjustment Account” is frequently used to describe these accounts. ‘Control 
Account” is the preferable term, for the purpose of the account is to control, in the sense of 
a means of check upon,” the subsidiary accounts. A control account does not, and 
“adjust” any differences that may be brought to light by a comparison of the balance of 


1 control account with the sum of the balances of the detailed accounts. Such differences can 
yut right only by discovering and rectifying the errors which have caused them. 
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the same way as the machine does, except that the totals of the sales invoices 
for a period—required for posting to the credit of Sales Account—must be 
arrived at mentally, or by adding machine, instead of automatically through 
the machine operations. , 


THE SELECTION OF THE APPROPRIATE MECHANISM 


The choice of one or other of the various pairs of alternatives is obviously 
an important decision in designing a bookkeeping system. The choice must 
be influenced largely by circumstances, and no hard and fast rules of preference 
can be laid down. 

Whether specific parts of the record are to be kept by machine or hand- 
written depends partly upon the volume of transactions or operations to be 
covered by that part of the record. But other factors must be considered—in 
particular, the superiority of the machine-kept record in the avoidance of 
arithmetical errors and the greater rapidity and automatism with which 
accounts may be “balanced” or proved. 

An illustration of the choice of alternatives, as between hand-written and 
machine-kept records, is the treatment of records relating to purchases. The 
classification of this data involves the crediting of all liabilities incurred to 
creditors’ personal accounts and the debiting of the purchases to various 
expense accounts. This may be effected either through the hand-written 
analytical purchase journal or voucher register,* or by means of the machine- 
kept pay voucher system. The pay voucher system involves the simultaneous 
preparation of a creditor’s statement and creditor’s ledger account, to which 
every individual invoice is credited, and an individual posting of every item 
to the debit of the expense account concerned. This is done by passing every 
creditor’s invoice twice through the machine—once to record the credits and 
once the debits. The speed of the machine operations makes it possible to do 
this economically. The decision to adopt this method in place of the hand- 
written voucher register will be governed largely by the number of creditors’ 
invoices to be handled, and the number of expense classifications involved. 
The size of the voucher register sheet which can conveniently be handled 
places definite limitations on the number of expense classifications which it 
can accommodate. This is a clear illustration of the influence exerted by the 
classification on the form of the bookkeeping mechanism. 

In the same way, the choice between, on the one hand, a control account 
with detail classification effected in a subsidiary ledger, and, on the other, a 
columnar ledger account, will be greatly influenced by consideration of the 
number of detailed classifications of the main account which it is desired to 
make. Generally, the columnar ledger account form is limited to about fifteen 
classifications; the subsidiary ledger gives unlimited scope for detailed 
classification of any account or group of accounts. 


OrHER T1IME-SAVING DEVICES 
Three other important labour-saving devices in modern accounting 
mechanism should be noticed. These are: 
(a) The use of “standing” journal entries. 
(b) Physical sorting of entries in posting media, as a preliminary to 
ledger posting. 
(c) Clearing accounts. 
The standing journal entry is an entry made in precisely the same form, 
affecting the same accounts, and effecting the same result, at regular and 
frequent intervals. Common examples are the journal entries made to “close” 


4. See L. A. Schumer, Cost Accounting, p. 61. 
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the accounts as a preliminary to the preparation of profit and loss statements 
and balance sheets, or to effect a distribution or re-distribution of expense 
accounts. When such entries are repeated at regular intervals, much time is 
saved—and risk of error avoided—if the entries are prepared, written, type- 
written or printed on loose leaves, one sheet being devoted to each entry. 
By allowing one set of debit and credit columns for each month in the year, 
the one journal entry may thus be made to serve as the skeleton for twelve 
monthly entries. All that remains to be done each month is to insert the 
money values involved in the appropriate columns alongside each item in the 
journal entry. 

Where posting media are prepared in unit form—one document relating 
to each account affected—physical sorting of the unit forms is often resorted 
to, so as to gather together for posting purposes all the items to be posted to 
a particular account. Ledger posting is thus greatly facilitated. Examples 
of the use of this device are the use of copies of sales invoices as posting 
media for sales ledger accounts, and the use of loose-leaf journal vouchers. 
Since each journal entry must affect at least two accounts—one debit and 
one credit—journal vouchers are prepared in duplicate, one copy being used 
as the unit posting medium for accounts to be debited, and the other— 
distinguished by a different colour—as the posting medium for accounts to 
be credited. Physical sorting of one copy arranges the debits in convenient 
order for posting; physical sorting of the other copy similarly arranges the 
credits. 

Clearing accounts are accounts set up as temporary or primary classi- 
fications of data which is intended to be re-classified before appearing in the 
final accounting statements. They serve two purposes: to provide a primary 
classification which is useful or significant in itself, but which is not to be 
regarded as the final classification, and to save time by collecting together in 
one total similar primary classifications which are to be re-classified to other 
categories by the application of a uniform formula. 

Thus, a clearing account may be used to record the expense associated 
with the occupancy of a building. This is a primary classification providing 
useful data. But, before the data reaches the final accounting statement, it 
may be re-classified by charging portion of the total occupancy expense as 
Manufacturing Expense, portion as Selling Expense, and portion as Adminis- 
tration Expense. Occupancy Expense would thus be a Clearing Expense 
Account, “cleared” by transfer to other expense accounts, before being finally 
recorded (as part of other classifications) in the Profit and Loss Account. 

Again, a given classification of expense of a certain kind, incurred fre- 
quently in relatively small amounts, may be intended to be re-classified by 
arbitrary apportionment, in a fixed proportion to other expense accounts. 
Instead of apportioning each individual payment as it is recorded in the 
accounts, a Clearing Expense Account may be set up, to which each individual 
payment may be primarily classified, and from which, at the close of each 
accounting period, the desired apportionment to the other expense accounts 
may be made in total. 

It will be observed that the re-classification of clearing accounts lends itself 
readily to the use of Standing Journal entries.® 


THE Form oF ACCOUNTING REcorDsS 


In the days of the bound journals and ledgers, the form of accounting 
records—and, naturally, if illogically, of accounting statements prepared from 
those records—was dominated by the two-sided T form. Records had to 
be made to conform to the limitations of the bound book, and, by convention, 


5 ‘cr a more complete description and illustrations of modern accounting method see L. A. 


5. Fi 
Schumer, Cast Accounting. 
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profit and loss statements and balance sheets were invariably prepared in the 
same form. 

The advent of loose-leaf journals and ledgers, to some extent, freed the 
accounting mechanism from these limitations, and enabled more attention to 
be given to convenience and clarity in the design of accounting forms. A 
more complete change was precipitated, and, in fact, in many instances was 
necessitated, by the application of machines to accounting, so that to-day there 
is an increasing tendency to search for still more convenient and intelligible 


lorms. 

Thus, in many of the accounting records in common use, such as ledger 
account forms, job cost records, cash books, and the like, it is difficult, at 
first sight, to discern any resemblance to the highly conventionalised forms 
which elementary students of accounting method have so carefully been 
taught to observe. But, though the forms have varied, there has been no 
real change in the underlying mechanism. “Plus and minus” accounting, 
increasingly used to-day, because of its easy adaptation to machine operations, 
and to columnar records, appears to be a different process from the old “debit 
and credit’’ accounting. But the change is a change in form only: the 
time-honoured and well-tried system of double-entry remains fundamentally 
unchanged, whether the form of account used is such as to demand that every 
credit shall appear on the right-hand “side” of an account, or that it is such 
as to permit of it being recorded as a deduction from the debit “side,” or 
even as a red ink entry on a blue ruled form. 

So far as form is concerned, tradition and convention are no longer the 
dominant considerations. Convenience, adaptation to machine operations 
and other labour-saving devices, and clarity and intelligibility, are now the 
vital considerations. There is no “best form” for any accounting record or 
statement. The mechanism is being made to fit the system, not the system 
to fit a mechanism. 

And what is true in this respect of accounting records is even more 
noticeable in accounting statements. Here the dominant consideration is 
the interest of the reader and the user. Accounting statements are prepared 
by accountants, but not necessarily for accountants. Hence the remarkable 
improvement in the form of published accounts, in recent years, and _ the 
evident tendency to experiment in the search for more effective methods of 
presenting the information which may be hidden in a badly drawn statement.® 


6. For an interesting and stimulating account of the improvement in form of company balance 
sheets in recent years, see Among the Balance Sheets, by the Editor of the Finance Column of 
The Accountant. (Gee & Co. Ltd.) 





An Expanding Code for Accounting Procedure in 
Australia 


Development Due to Individual Aid 


By L. W. CHANT, F.I.C.A., F.A.LS. 


In The Australian Accountant, Volume x11, page 113, under the heading 
“This Profession of Accountancy,” reference is made to a vision of a code 
covering aspects of procedure and development under certain conditions. 
The conditions given are three in number—no doubt there are others—and 
if the Editor of the journal sanctions the publication of certain views you 
may read more about them (i.e., conditions) in its pages as space is provided. 
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The writer would appreciate vour views on the same subject and invites you 
to correspond with him, or through the journal, thereon. 

In this article it is proposed to deal with Development Due to Individual 
Aid. 

has already been said that Accounting is a system within economic 
activity. If primitive man had not been endowed with the urge to change 
his environment, the profession of Accounting as well as many other useful 
occupations would certainly not have developed. We can, then, thank our 
Creator and appreciate the special powers He placed within our evolutionary 
possibilities, for it is here we find the truth in the statement “God helps 
those who help themselves.” But in helping ourselves He does not desire 
each other individual to be overlooked, so the Accounting profession, through 
each member, is able to render aid in numerous directions. 

Aid, to be effectively rendered, must get to the source and be applied by 
those “fully” trained. However, until then and sometimes afterwards, 
auxiliaries may perform useful assistance. But note that these auxiliaries 
should be under the direction of trained operatives. 

The first problems, then, are— 

(1) By whom is aid to be rendered: when, where, and how ? 


(2) To what extent is aid to be rendered? 


Wrapped up in these problems is the life of Accounting, and, since this 
article is about /ndividual Aid in Accounting, one of the three conditions 
enumerated in the article previously published, let us consider the problems 
from this angle. 

To practise modern Accountancy, the practitioner must have acquired 
knowledge in the science from communication with others having knowledge 
of the subject, either by word of mouth or from the printing press. Now, 
since knowledge may be acquired by either scientific thought or intuitive 
capacities, or by both, due regard to both methods should be given by those 
whose duty it is to render this aid we are thinking about. 

From the scientific approach, universities, colleges and coaches should be 
able to render most valuable aid; but, you might ask, what of schools? and in 
doing so disclose both a weak branch in the structure of educational Account- 
ing and also an avenue in which future humanities will be the better equipped 
provided the weakness is corrected. 

[ have in mind a weakness when I think about— 


(1) Multiplicity of different books, periodicals, etc., all dealing with the 


same subject. 

Looseness in Accounting terminology. 

Present standards of Accounting teaching personnel, due mainly to 
the subordinate place Accounting takes in school curriculum and the 
examination standard required of those allotted the duty of teaching 
Accounting by the school authorities. 


And, with all due respect, I maintain that our universities, colleges and coaches 
have yet a long way to travel before perfection in their respective teaching 
methods of Accounting is reached. 

The avenue wherein future generations will be the better equipped is the 
school itself; i.e., each of the schools of elementary to university entrance 
standard where the subject is taught, provided correction takes places of the 
many illnesses educative accounting is subject to to-day. 

From the intuitive approach the practitioner is future Accounting’s 
aid. By practitioner I include everyone who actively performs Accounting 
direction in some way or other. It would be useless to exclude the “public 
accountant” and think of the employee accountant; likewise, consider the 
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public accountant and not all others. Responsibility rests with all, eac! 
special consideration to— 

(1) Aptitude for Accountancy. 

(2) Service conditions. 

(3) Educational methods and systems. 

To each of these there are many matters vital to both the individual and 
the development of the science. 

Planners must think of both scientific and intuitive approach, and as far 
as possible co-ordinate these as one entity. Much harm caused in the past is 
due to the one-eyed outlook, but can be corrected if the dual relationship be 
appreciated. 

Finally, individual aid rendered from both quarters will immeasurably 
aid each branch of the economic system! in which Accountancy principles are 
involved. 

Keeping in mind, then, Individual Aid, let us approach the second condition 
of our code—Mutual Assistance. 


1. To quote Fitzgerald and Schumer, The Australian Accountant, Vol. xl, page 280 
(a) “Business conducted by individual owners .. .” 
(b) “Public or semi-public associations .. .” 
(c) “Nations, States or Commonwealths .. .” 





Germany Robs Holland of £500,000 a Day 
By A. ScHuuRMAN, Heap Pusticiry DEPARTMENT 
Netherlands Indies Government Information Service. 


In 1942 the financial and economic exploitation of the Netherlands assumed 
alarming proportions; in the first place by charging the people of the Nether- 
lands with occupation expenses which far exceed the amounts needed to 
maintain the army of occupation, and secondly, by maintaining a constant 
flow of goods, capital and labour from the Netherlands to Germany, without 
Germany supplying anything to Holland in return. 

The occupation expenses are paid by the Treasury. It is difficult to 
estimate what these amount to. As far as the Netherlands are concerned the 
Germans have never given any figure. In April, 1942, we saw how Berlin 
makes light of such matters. On that date the Germans had accumulated 
a debt on the clearing, according to the Nazi Von Brucken Fock, of approxi- 
mately £50 million. That debt was simply cancelled and the amount of £50 
million or £75 million representing the value of goods supplied by the Nether- 
lands to Germany had, the Dutch were told, to be considered as a contribution 
towards the occupation expenses. 

The increase in the national debt gives some indication of the burdens 
which have been imposed upon the people of the Netherlands. Notwith- 
standing the fact that in the past year, in spite of the prevailing depression, 
taxation yielded twice as much as in 1939, the national debt has continued 
to increase by leaps and bounds. 


Forcep LoANns 


At the end of 1940 the consolidated debt was £359 million, at the end of 
1941 £449 million (thanks to two semi-forced loans of £50 million each) and 
at the end of 1942, according to a preliminary estimate, approximately 
£540 million! (In November last another semi-forced loan of £100 million 
was imposed. ) 

The main object of these forced loans has been the consolidation of the 
floating debt which repeatedly reached record levels. 
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When, by way of example, the German military authorities requisition 
certain goods, the original owner receives compensation from the Netherlands 
treasury. The Germans pay nothing. The yield of Dutch taxation is insuffi- 
cient to cover such additional expenditure. The treasury is therefore forced 
to borrow money by issuing treasury bills. Thus the German requisitioning 
results in the fact that on the one hand Dutch national wealth is destroyed, 
while on the other hand the Dutch national debt increases. 

We would not care to estimate what the German defence works on the 
Dutch coast have cost and will cost the people of the Netherlands. In this 
connection it may be observed that the recent loan of £100 million has hardly 
reduced the outstanding floating debt, which at the end of the year—as before 
the issue of the loan—amounted to approximately £300 million (£170 million 
at the end of 1940). In spite of the £100 million which flowed into the 
treasury, it appeared that the treasury had still to leave a debt of nearly 
£10 million outstanding with the Netherlands Bank. 

The consolidated and the floating debt together, the national debt, amounted 
at the end of 1942 to not less than £840 million, as against £680 million at 
the end of 1941 and not quite £400 million shortly before the invasion. ‘In 
two and a half years’ time the national debt of the Netherlands has more 
than doubled! We should add that last year the treasury had also to make 
a contribution towards the financing of German plunder by export. The 
Nazi-appointed President of the Netherlands Bank, Rost van Tonningen, had 
intended this institution to do all this financing, but apparently this became 
too much even for him, so he made the treasury partly responsible. 


Rogpsery OF Assets DiIsGUISED AS Exports 

So we come to the second form of exploitation: the theft of goods and 
capital, disguised as export, which is chiefly financed by the Netherlands Bank. 

During the past year the Germans have published no figures whatever 
regarding the trade between the Netherlands and Germany; the Dutch are 
not allowed to publish anything on the subject. From the robber’s point 
of view this is easily understood. 

However, official figures are available which give some idea of the extent 
of this German plunder of goods, viz., the weekly statement of the Nether- 
lands Bank. One of the Dutch papers mischievously remarked one day that 
the dry figures of the weekly statement of the Netherlands Bank nowadays 
provide the most widely read literature! We quite believe it. This statement 
of the Netherlands Bank indicates by how many million guilders a week 
Holland’s claims on Germany increase. Germany boasts that she pays for 
everything which she takes from the Netherlands. But the guilders with 
which she pays, the Netherlands Bank has to provide. This Bank is compelled 
to make these guilders available whenever required. In exchange for them 
it receives German marks which it is forced to “invest” in German treasury 
bonds. 

NoTtTHING Pam By GERMANY 

It actually amounts to this, that Germany pays nothing for the foodstuffs 
and goods which she takes from the Netherlands, nothing for orders executed 
in the Netherlands for German account, nothing for German purchases of 
Netherland securities and other investments, nothing for German securities 
bought back from Dutch holders and fot even the full wages of the more 
than 400,000 Dutch workers forced to work in the enemy’s country since 
the moneys sent by these workers to their families in Holland has also to be 
provided by the national bank. 

In respect of all these goods and services the Dutch have accumulated a 
claim on Germany, a claim to which the German publication “Wirtschafts- 
dienst” (Economic Service) typically refers as “Verelendungs” (“Impoverish- 





THE AUSTRALIAN ACCOUNTANT JUNE 


ment’) balances. The German economic paper thus unreservedly admits 
that the extent of this Dutch claim on Germany is nothing but a reflection 
of the degree of impoverishment of Holland’s economic life as a result of 
German plunder. The Germans never intend to settle this claim by supplying 
goods or rendering services to the Netherlands. — 

Appended comparative table gives some idea of the development of these 
German debts to the Netherlands. It should be borne in mind, however, 
that since April, 1941, the Dutch treasury has regularly taken over from 
the Netherlands Bank substantial claims on Berlin in the form of German 
treasury bills or marks so that the combined figures of “foreign bills” and 
“miscellaneous accounts” do not represent the total of the accumulated 
German indebtedness. 

However incomplete these figures may be, they nevertheless give an 
alarming impression of German robbery in the Netherlands. There are weeks 
when more than £6 million worth of goods, securities, etc., disappear across 
the frontier. According to the figures published by the Netherlands Bank, 
Berlin had accumulated at the end of 1942 a debt of £178 million. It may 
be safely assumed that this debt—including the share which the treasury has 
entered in its books—has far exceeded £230 million. It means that since 
this bookkeeping method has been followed (1st April, 1941) Germany has 
incurred a debt of no fewer than approximately 100 million guilders per month 
or £500,000 per day! 


This systematic robbery of the Netherlands has led to an enormous increase 
in the issue of banknotes which the Netherlands Bank has had to print for the 
Germans and with which the Germans have “paid.” 

At the end of 1942 the note circulation reached the figure of almost 
£300 million, as against £116 million immediately prior to the occupation. 


Originally the large quantity of money which was brought into circulation 
gave to some an impression of prosperity. All too soon, however, it became 
clear that this was but a mock prosperity, intended to hide the increasing 
impoverishment of the Netherlands. 


Netherlands 
Bank 
(Some of the Principal 
Items) 
Assets: 
O° * eer 1160 1102 1096 1025 
Discounts . .. 10 252 170 3 
Foreign Bills (a) 1] 5 Sl sen 2 ax 
Divers Accs. 205 7! 1235 138 293; 226 
eo 218 204 211 


Liabilities: 


Note Issue .. 11 : 1593 
Current A/cs 25. 144 


(a) German Treasury bills and mark notes. 

(b) Of which 149 Treasury notes. 

(c) Last weekly statement prior to the invasion. 

(d) Abolition of foreign exchange carriers between Germany and the 
Netherlands. 
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About Station Budgets 


By NorMAN R. BOAsE, A.F.1.A., A.A.1.S., A.C.A.A, 


“. . budgeting,” says Mr. A. Blake Forsyth, writing under the heading 
“Farm and Station Accounts” in March issue, “is impracticable, if not 
imp ssible.”’ 

Owing to the vagaries of seasons, it certainly would appear at first sight 
that one might as well place an order for a rainstorm as try to budget for 
farming or grazing Operations, but, as a matter of fact, it can be done. The 
company by which I am employed owns a vast chain of sheep and cattle 
stations, all of which have a budget. 

The procedure is as follows: Two months or so before the beginning of 
the financial year the manager of each property prepares his “estimates.” 
Knowing what livestock he has at that moment, it is not difficult for him to 
estimate with what he will begin the new year and, starting with that figure, 
he proceeds to outline his proposals for the year. He sets down what stock 
he proposes to join, and has already joined to calve or lamb in the coming 
year, and what he anticipates the yield will be. He estimates the mortality, 
and puts down his recommendations of what stock should be offered for sale, 
together with anticipated prices. To make a reasonably accurate estimate of 
the wool clip, and place a value on it, also, is not very difficult for an 
experienced man. 

The estimates go on then to outline proposed farming operations, to 
consider the next year’s working expenses (rations, wages, general stores, 
expenditure on vermin destruction, noxious weeds destruction, general repairs 
and so on), to deal with any special repair work or replacements that ought 
to be undertaken, and capital expenditure, and the whole is summarised 
finally to show expected profit 

These figures are sent to head office, where they are submitted to close 
scrutiny by various high officers of the company. Any amendments considered 
necessary are made, and the estimates are re-drafted as the station budget. 

As Mr. Forsyth says, “no two seasons are alike, and every year one or 

more expense accounts will show abnormal or subnormal expenditure.” To 
get over this difficulty, managers are given wide powers of discretion to buy 
and sell stock not contemplated in the budget, undertake repairs, employ 
additional labour, buy stores or fodder, abandon any farming proposals and 
s0 on as Circumstances may require and their experience recommend. In any 
case, where drastic action is called for and the manager does not feel disposed 
to shoulder the responsibility of a decision, he has only to state a case to 
head office and ask for authority to take action outside the budget. Such 
matters are always dealt with promptly. Responsible officers keep in close 
touch with conditions on all stations by means of frequent inspections, and, 
being men of long pastoral experience, they are usually equal to any 
emergency. 
_ Even if realisations go widely away from the budget, that document still 
lorms a valuable programme of the station’s work for the year, preventing it 
irom being a mere aimless drift from day to day. However, it is based on 
estimates prepared by men with years of practical experience of the land, 
and revised by other rien in touch with markets, supplies, and the trend of 
affairs generally. Usually it is surprisingly accurate. 
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Stock Control in the Air Forces 


By S. C. GrorGE, F.C.A.A., F.C.1.S., A.S.A.A. 


There are two common attitudes towards the place of accounting in a 


fighting service ; the man-in-the-street, the taxpayer who provides the money 
for the equipment, swears that the accounting system, if there is one at all, 
is based on blocks of stone and cold chisels, and considers it high time that 
quill pens were introduced; the man in uniform suggests that the best way 
of winning the war would be to present the enemy with our overloaded 
accounting system, and if we can provide the staff to work it, so much the 
better. 

But the controlling authorities of the various air forces are in no doubt 
as to the value of stock control, though they are perturbed if the paper-work 
involved tends to interfere with flying-time. Accountant officers may hint 
that if the paper work was done correctly in the first place clerical work 
would be reduced to reasonable limits, and this view was endorsed by a 
committee of business men appointed to examine the system in England 
shortly before the war. 

In peace-time, stock control was necessary as a safeguard against irregular 
practices and to obtain the maximum benefit from the relatively meagre sums 
available to the air forces in England and the dominions ; under war conditions, 
with the nation’s expenditure running into astronomical figures, the reality 
of money is somewhat illusory, but equipment is solid and vital. An air-borne 
striking force is only as strong as its ground organisation, and its ground 
organisation includes the accounting which contributes to the supply of 
adequate equipment at the right time, and where it is most urgently needed. 

There is little an air force does not use—aircraft, balloons, motor-boats, 
transport vehicles of every description, workshop machinery, hand-tools, 
cinemas and photographic materials, cannon, machine guns and small arms, 
medical and dental equipment, clothing and accoutrements, foodstuffs, and, 
in fact, everything that is associated with a self-contained, highly technical, 





























fighting community. 

An air force is a world within a world; its members are of every trade and 
profession ; it runs its own theatres, cinemas, magazines, canteens and laws; 
it has no class distinctions, save those between rank and rank through which 
any man may climb by his ability. An air-force unit is a town in this world 
with, in peace-time, its “married patch,” its children’s school, church, shops, 
welfare centre, its boy scouts’ and girl guides’ associations, clubs of various 
descriptions and all the activities of social and domestic life, each of which 
demands equipment that must be accounted for. 

There is no great dissimilarity between the methods of stores accounting 
adopted by the R.A.F., the R.A.A.F., and R.C.A.F., and the R.N.Z.AF. 
This is perhaps not remarkable as there can be no substantial departure from 
the simple form of stock record that provides for receipts, issues and balance 
on hand. Furthermore, the Royal Air Force being the oldest of the air 
forces, had its regulations already in print as a guide for those that followed 
after. The R.A.F. in turn based its accounting procedure upon that of the 
Great Western Railway, this being a commercial undertaking most comparable 
in magnitude and complexity with the R.A.F. 

The limited space available in this article renders it essential that the 
system of stock control be described in very broad outline, 

First there is the method of identifying stocks. Each type of material, 




















such as motor transport spares, is classified in a vocabulary under a section 


number, and each item in that group is given a separate reference number 
This, 






Every item is therefore recognised by its section and reference number. 
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incidentally, simplifies the headings on ledger sheets, as otherwise extremely 
lengthy descriptions would have to be given in many cases. The sheets 
themselves are in binders and are arranged numerically by sections and 
reference numbers. Bins and shelves in the stores are similarly arranged 


and labelled. 

Items are known by the same identification number throughout the Air 
Force. Some difficulty is experienced with items not in the vocabulary 
which are purchased locally by units. They can easily be allotted section 
numbers which are common to all units, but the reference numbers are given 
locally and are eventually incorporated by the central authority in the 
vocabulary if the item is one of a recurring nature. These ‘“‘not-in-vocabulary” 
items are under constant review. 

Main Stock Ledgers, or Tally Sheets, are maintained by all units for all 
items held in the storehouse. The form of ledger sheet is simple, and columns 
are provided for receipts into the stores, issues from the stores, and a running 
balance. In addition, to assist in provisioning, there are columns for “dues in” 
and “dues out.” The “dues in” column records stores demands which have 
not yet been satisfied, and the “dues out” column records demands upon 
the stores which have not been met. Periodical stocktakes are made to 
reconcile the stock ledger balances with the physical stocks held. A continuous 
stocktaking is usually provided for in stores depots. 

Issues from the storehouse may be made either to other units, or to flights 
and sections in the same unit. Establishment tables are provided to show 
what a squadron, for example, normally requires, and the squadron, in turn, 
is subdivided into flights. Examples of sections are: Armament, Photography, 
Transport, etc. Subsidiary ledgers, generally known as Articles-in-Use 
Ledgers, are opened to record receipts into the flight or section, returns to 
store, and a running balance; but in the case of stores consumed in use, 
such as paint and dopes and nuts and washers, no further accounting action 
is taken after the issue from the main store. 

These Articles-in-Use Ledgers are maintained by the accountant officer ; 
in addition, the flight or section commander maintains an inventory of the 
items on his charge. These inventories are subject to independent check 
against stocks held, and for which he is personally responsible. 

It will be obvious that the officer in charge, say, of a workshop could not 
personally check and be responsible for the thousands of items on his charge. 
He therefore allocates his responsibility by obtaining signatures on loan cards 
or distribution sheets for items held by individual members. 

Even these records are inadequate for administrative purposes, and for 
safeguarding the stockholder and the public purse. Aircraft and cars have 
many parts, such as clocks and sparking plugs, which have a ready sales 
value to the unscrupulous, It is also of vital importance that there should be 
some means of quickly ascertaining if an aircraft, an ambulance, or a motor 
boat has all the equipment it may need for a particular purpose or operation. 
The main stock ledger records the issue of one aircraft, but that aircraft must 
in addition be provided with an inventory or schedule showing with what it 
is fitted, and with what it should be fitted. 

It is no less important to ensure that every member of the air force is in 
possession of the personal clothing and necessaries to which he is entitled, 
and of the accoutrements and kit needed for his particular rank and trade, for 
he may be posted to an operational area where supplies are not readily 
obtainable. And with the ever increasing need for the conservation of material 
it is necessary to ensure that he does not receive more than is provided for 
by his particular scale. Clothing and kit cards are therefore raised for 
every member of the force, and these follow him from station to station when 
he is posted. Each air force has its own method of recording clothing and 
kit issues, but the basic principle is common to all. 
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Records of rations consumed must also be maintained to ensure that 
personnel are neither underfed nor extravagantly fed, and issues are controlled 
by means of daily scales prepared by the medical authorities. In non- 
operational areas monotony of food is avoided by means of a cash allowance 
per member which can be expended by commanding officers on foodstuffs 
not provided for in the scale. In operational areas it is frequently impossible 
to buy from outside sources, in which cases good cooks are worth their weight 
in Liberty Bonds. 

Provisioning for supplies is based in the main upon the requirements of 
stores depots, supplemented by estimates of future additional requirements 
as the result of anticipated expansion, or projected operations which involve 
consumption and war wastage. 

The stores depots receive the intake of internal stocks into the Service, 
maintain reserve stocks, and issue, in accordance with unit establishment 
tables, equipment to units based on them. In theory, therefore, if units place 
their demands for supplies in accordance with their scales of holdings upon 
the stores depots, then the consolidated demands of the depots represent the 
requirements of the air force as a whole. 

The foregoing, in very general terms, describes the framework upon which 
the procedure for controlling stores is based. 

Under active Service conditions it is not possible to obtain the same degree 
of control, nor has it been found desirable to attempt to do so. 

Storehouses are bombed and their contents destroyed—a fresh stocktake 
is necessary and new ledgers are opened. The accounts themselves are 
destroyed. With little or no warning a squadron moves to another location, 
or a withdrawal is ordered. Every form of transport is pressed into use to 
evacuate stocks. Congested or damaged lines of communication cause stores 
to be diverted as the needs of the moment dictate. The stock ledgers may 
cease to have any value. In times of crisis it is impossible to persuade a 
harassed flight commander that there is any virtue in accurate accounting. 
‘Be damned to the paper; let us get on with the job.” 

It is therefore necessary to modify the peace-time system so that the 
maximum information can be provided with the minimum amount of paper- 
work, with the minimum staff, and with the minimum delay. 

Very little reduction can be effected in the accounting at stores depots, but 
in the zone of active operations accounting is cut to the bone. Flying 
personnel need no longer keep a meticulous check on all their equipment, 
though the more important and valuable items are still recorded. Bitter 
experience has shown the necessity for knowing what tentage or transport 
is available, what reserve stocks are in readiness at an operational base, where 
petrol can be found and in what quantities. 

It is not difficult in war-time for anyone to draw unfavourable comparisons 
between a well-run commercial office equipped with modern accounting 
machines and the accounting section of a unit, but such criticism should be 
tempered by a knowledge of the difficulties under which the administrative 
personnel of the Services labour. Staffs are in the main men from civil life 
who are anxious to return to it; they are frequently posted from their 
locations; they must be trained to understand and apply regulations which 
are strange and relatively unimportant to them; the regulations must be such 
that they can be applied universally because of the need for mobility of 
personnel and to avoid complexities of central administration and control; 
there are comparatively few units where the volume of work justifies the use 
of office machinery; binning and storage arrangements must often be 
improvised; in the tropics clerks may work stripped to the waist under a 
tent-roof and with the most meagre supplies of equipment. Heat, flies, 
discomfort and a lack of social amenities to which they are accustomed all 
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tend to impair efficiency. The wonder is that the job is done at all. But the 
vouchers roll in, and the ledgers are compiled, and the figures flow in an 
endless stream from squadron stores to the accounts sections, and on through 
the depots to the provisioning authorities, while in the reverse direction by 
sea and air and land pours the material represented by the innumerable figures. 

There is more than dry ink in the ledgers, for the ultimate product of all 
those labours is the equipped aircrew, airborne and striking its hammer-blows 
for victory. 


War-time Responsibilities of Business Executives 


By C. L. S. Hewitt, B.coM., A.1.C.A., A.C.A.A. 


Vational Security (Egg Industry) Regulations 

These Regulations provide for the appointment of officers to handle the 
distribution of egg supplies in the Commonwealth. In addition there has 
been appointed an Egg Industry Advisory Committee for the purpose of 
advising the officers and the Minister for Commerce from time to time. The 
Regulations provide that no person shall sell or trade in eggs otherwise than 
is provided by the Regulations. 


National Security (Supplementary) Regulations 


\n amendment to these Regulations provides that trustees may make 
advance subscriptions to Commonwealth loans and the interest payable in 
respect of any money so invested shall be applied as income. 

A further amendment to these Regulations empowers a company to enter 
into an agreement with the Commonwealth with respect to any matter relating 
to the defence of the Commonwealth. Where any such agreement is entered 
into the powers of the company shall, by virtue of the amendment to the 
Regulations, be enlarged to such an extent as is necessary to enable the 
company to carry out the provisions of the agreement. 


National Security (Housing of War Workers) Regulations 


An amendment to these Regulations provides that the owner of any dwelling 
house in a prescribed area shall, whenever he becomes aware that a tenancy 
in respect of the dwelling house is about to terminate or that the dwelling 
house is about to become vacant, notify that vacancy to the prescribed person. 
The ‘prescribed person’ is defined in relation to any prescribed area as a 
person specified by the Minister by notice in the gazette to be the prescribed 
person for that area. 


National Security (Prices) Regulations 

An order under these Regulations has been issued making it necessary for 
all retailers of certain declared primary products, such as oranges and 
potatoes, to display notices setting out the retail selling prices of such goods. 
The order directs that the notice must be readily discernible and so placed 
as to denote to the buyer the goods to which the price is applicable. 
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Purchases under a Costing System 


By A. J. GAIRNS, F.F.I.A., A.A.1.S., A.C.A.A. 


Most manufacture consists at its outset of the processing of raw material 
in some form or other and, in order to provide accurate and useful costs, 
careful review of the whole purchasing system is necessary. Of c 
purchasing does not entail only the obtaining of raw materials, parts, etc., but 
includes as well the multiplicity of services rendered to modern business in 
these days, such as power, fuel, light, auditing and accounting, legal advice, 
maintenance, inspection and so on, as well as supplies of a service nature, 
such as chemists’ sundries, engineering supplies and carpenters’ materials 
All these must be organised and controlled and segregated from accounting 
purposes into their respective avenues of cost. 

To begin the discussion, one may assume that proper merchandising 
methods are in operation to control and supervise buying and check the 
receipt of the goods at the time of each delivery. buying should be directed, 
if possible, by one officer of the organisation, or, at the most, by one section, 
such as the factory office under the factory production manager or by 
general office under the secretary. If several persons, such as departmental 
foremen, are all taking an individual part in this matter, confusion and over- 
lapping are sure to result. Even if the set-up entails special buying by these 
officials, the actual order should be handled through the channels mentioned 
above. Correct order forms are important, and, to ensure accuracy, these 
should be typed and copies distributed to the departmental heads interested. 
It is, of course, generally recognised that in order to provide purchase control, 
no goods should be obtained without the issue of an official order and further 
that the order numbers should be referred to on the suppliers’ invoices. The 


purchasing officer should be deputised by the public officer to sign any sales 
tax certificate required on such orders, and, although this important matter 
can only be mentioned here, it must be realised that a very intimate knowledge 
is required by this official of the intricacies of sales tax regulations; in 
particular, those applying to aids to manufacture. 


CHECKING Goops INWARD 

It is vital to the success of the costing system that goods inwards be 
carefully checked and recorded and that all differences in count, or defects 
in quality, be notified to the suppliers and credit notes obtained. Even although 
delivery tickets are used, a full and complete daily record should be kept of 
all inward goods, and, in order to assist this, goods should be received at 
one delivery point only and not accepted at all parts of the factory. This 
record is invaluable in settling disputes regarding deliveries and is also helpful 
in completing stock records where invoices are delayed in reaching the office, 
as is often the case these days. 

The importance of unit recording stock control systems is now generally 
recognised, and it is of little use carefully checking goods into store unless 
their subsequent movements are traced until they are absorbed into production 
Most firms have a proper system with regard to raw material and this should 
be extended, if possible, to the “sundry” lines throughout the organisation. 
A fixed aim should be to see that store facilities are constantly improved and 
the ideal—a central store—eventually achieved. Where material is scattered 
throughout the factory, it is very difficult indeed to control it properly, 
and the opportunities for misuse and pillage are so much greater. 

In connection with buying generally, it is necessary to-day to have some 
fixed buying policy. For instance, one firm may lay down as a general policy, 
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wherever possible, to have on hand at least two years’ supply of its require- 
ments. Capital commitments may not permit this length of time in all cases, 
but the point is that a policy which is best suited to the requirements of the 
times is fixed and continued attempts made to adhere to it. The subject 
of policy might include also the question of quotations. It should be laid 
down that, in all cases, a quotation must be obtained before ordering. Just 
whether this is wise or convenient in all concerns is a matter for each 
individually, but there is no doubt that this method is the only certain one of 
obtaining competitive prices. 


SELECTION OF METHODS 


Once the nucleus of a system is established, the main concern must be to 
select and operate a suitable system of handling the accounts. The first 
problem will be to decide whether purchases can be handled on the basis of 
the monthly statement or whether necessity demands that each invoice be 
considered separately. This will depend entirely on the costing system, 
particularly with regard to the length of the accounting periods. These may 
be on a monthly basis, fortnightly, weekly, or whatever other time is suitable. 
Another consideration is the volume of accounts themselves, and whether the 
cost accounts are to be subdivided—portion to be incorporated in the cost 
ledger. If the latter is necessary, the accounts must be treated on an invoice 
basis, each single transaction being allocated to an account and posted individu- 
ally. This is imperative in any case where the accounting system is on any 
other basis but monthly. In the invoice method it is necessary to deal with 
each transaction up to the end of the accounting period and, in such a case, 
in view of the necessity of paying each account monthly as usual, there is often 
the necessity to balance as frequently as the total of the periods in the year 
plus twelve monthly balances. In the case of four-weekly periods, this would 
mean twenty-five balances each year. Some firms overcome this by paying 
creditors on a four-weekly basis, but this is not popular, as a greater degree 
of check is secured by tying the creditors’ accounts in the purchase ledger 
with their monthly statements of account. 

In costing, allocation to the correct account is very important and two 
officers usually collaborate in this regard. One of these, obviously, is the 
cost accountant and the other may be either the secretary or the production 
manager. Some numbering system must be in operation as the invoices must 
be filed in order of date of receipt of goods so that this serial number is 
necessary in order to locate them quickly. The allocation referred to above 
must indicate firstly the ledger—either general ledger or cost ledger—in which 
the account is to be placed, and, secondly, the name of the account. It is a 
good plan to use a rubber stamp which will provide spaces for this allocation 
as well as room for checks such as receipt of goods, inwards book folio and 
invoice clerk's initials signifying check of extensions, entry, etc. 

The need for a purchases journal will again depend on the ledger set-up. 
It is usual, in most factories, for the bulk of purchases to be factory items, 
and, for this reason and the fact that cost ledgers are often operated on a 
manual basis, a purchases journal is used. However, this is not essential, and, 
where machine accounting is in operation with the cost cards in a separate 
portion of the ledger, the posting of factory purchase accounts can be handled 
as usual through proof sheets. All are posted to the debit of cost ledger 
control account in the machine ledger and credited to suppliers’ accounts in 
the creditors’ ledger, such being controlled by the usual control card in the 
general ledger. The items are “picked up” in the cost ledger and simply 
debited to the appropriate cost ledger material, expense and service accounts. 
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It is essential that invoices be tied up exactly with the inwards records, 
This is important in order to determine the proper charges to costs for the 


with dates of delivery as, in many establishments, the invoices are prepare 
next day, or on some subsequent occasion, thus necessitating a constant check 
with the inwards records. 

Another necessity is to speed up receipt and handling of invoices relating 
to goods purchased during the accounting period. Where no requirement 
other than that of paying creditors within the usual thirty-day term is present, 
invoices may not be required until some time after delivery. This is not so 
in costing, and each supplier must be impressed with the need for rendering 
his account as soon as possible. If this is not attended to, much trouble ensues 
in closing off the accounts and presenting the cost results. 

Since raw material constitutes one of the main items purchased in any 
organisation, costing usually requires that these receive special attention. 
Often standard prices are set for the main ingredients, and it is necessary to 
obtain a figure for total usage in these main lines. Thus, in an engineering 
firm, a classification of raw materials might be made into pig iron, steel, 
bolts and nuts, etc., simply in order to control the usage of these materials. 
This figure is obtained by means of the periodical stocktakings necessary 
under a costing system. An account for raw material stocks appears in 
the cost ledger dissected into the necessary headings. Usage for the period is 
obtained, after bringing the closing inventory to account, and debited t 
“materials used” account to be charged out to departments or production 
accounts as required by the costing system. 


NEw CLASSIFICATIONS 


It is necessary in a costing system to determine the function of various 
purchases and to apply the proper term to such goods. In the first place, we 
have raw material divided perhaps into certain classes as explained above. 
Then, in most factories, other lines are bought in simply for inclusion in 
the manufactured article without any alteration in form or substance in the 
process. An excellent example of this is the tinned fruit container or the 
axle on which is moulded a rubber wheel. These are “buy-ins’ or “outside 
purchases” and must be designated as such. The importance of this is seen 
in the decisions of many concerns to exempt from overhead charge any item 
which is not fully processed or made up by them in the course of business. 
In other words, a cannery should charge its “burden” on the fruit, jams, 
etc., it makes and not on the cans bought in. These purchases must be 
recorded separately to avoid confusion with raw material and labour costs on 
which overhead is charged. 

Again, certain goods are bought in merely to sell again without changing 
their form. They do not go near the factory, but are handled by the store. 
An example of this might be a line of dried fruits handled by a cannery. Such 
goods enter the store in bulk, may or may not be repacked, and are sold again 
on a profit basis without any charge for factory overhead. It is usual to 
include in the cost the full administrative overhead, although often a store 
handling charge, which includes only a portion of administrative expenses, 1s 
added instead. Various names, such as “commission goods,” “merchandise,” 
etc., are used for these purchases. Incidentally, the cost of these is posted 
to the debit of “finished goods stock” account and included in the amount 
transferred from this account to “cost of sales.’”” The “finished goods stock” 
account may be included either in the general or the cost ledger, but it is 
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usually found in the latter, as the total factory production must be transferred 
to the debit of this account. 

Purchases by service departments, such as the engineers or the laboratory, 
must be debited to these sections, as, after labour cost and a portion of over- 
head expenses are added to these departments, their total cost is redistributed, 
on some predetermined basis, among the productive departments. 

When four-weekly or other accounting periods are in use, it is necessary 
to keep many items on a reserve basis. Take, for instance, municipal rates, 
which are paid annually. In order to charge each four-weekly period with 
its share of this item, we debit “rates account” with one-thirteenth portion of 
the annual budget and credit “rates reserve.” The total credit to this latter 
account will agree with the annual budget, and the amount of rates paid will 
be debited to the reserve account. 


3UYING VARIANCES 

The matter of standard costs for raw materials has been mentioned 
previously. These are fixed in order to overcome the necessity of revising 
cost prices whenever a rise or fall occurs. In order to show correct depart- 
mental results in the costing figure it will be necessary to make an adjustment 
whenever the actual price varies from standard. This is usually achieved by 
means of a buying variation account which records these differences. Some 
costing systems do not require this but simply show the actual result in the 
cost accounts. For instance, in Department A, which is the mixing or initial 
processing department, a loss may be shown on material. This may be due 
to many factors—buying variances, losses on processing, pilfering, evapora- 
tion and many other causes. No attempt is made to segregate each, but the 
result is dealt with as a whole.. 

On the other hand, if it is possible to extract this difference on buying, there 
is one less factor to cause such an adverse result, thus giving a greater 
possibility of balancing the account. It is quite a good plan to deal with each 
variation from standard at the time of handling the invoice, thus avoiding 
the necessity of referring to the invoice again at the end of the period. The 
amount of the difference, favourable or unfavourable, is noted and journalised 
at the end of the period, thus leaving the stock account at standard cost. 

Of course, variations from standard may be dealt with on the issue of 
the goods. This has much to commend it, as it enables any variation to be 
charged more equitably to the financial period concerned than would be the 
case under the buying variance system. As an example, consider a substantial 
purchase in one period at a considerable amount over standard. This 
unfavourable variance is written off and adversely affects the costing figures 
for that period, whereas, if the purchase had been debited to stocks at actual 
cost, the variation from standard could be more equitably adjusted on issue 
to the manufacturing departments. It may be stated finally that these large 
buying variances can be spread more equitably by making a budget for the 
variation anticipated and charging each period with its share on the reserve 
method. The difficulty here, of course, is to fix an amount for a period 
ahead as, obviously, purchases and purchase costs are by no means fixed and 
certain. 


StocK SHEET VALUATION 


The stock on hand of raw materials, outside purchases, engineering supplies, 
stationery, packing, etc., should not be priced until the last of the invoices has 
been received and posted. Of course, if buying variances are written off, 
stocks will be valued at standard, so that this does not apply to such lines. 
In other cases, reference should be made to the cost of recent purchases, and 
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stock should be valued at actual cost on the assumption that the “first jp 
first out” principle applies. If possible, actual quantities bought should be 
identified and correctly priced in the stock sheets. Care should be taken not 
to increase the cost figure against a line simply because the latest shipment 
has increased in cost. This would mean inflation of stocks and fictitious 
profits. If the new items cannot be identified and costed separately, costs 
should be averaged and priced accordingly. Where stock is mixed up—old 
stock with new—we assume that the old lot will be used first and price it 
accordingly. 

As a final word on this subject of purchases and costing, it is considered 
part of the Costing Department’s duties to make some record of the cost 
price of all goods bought, as a check on current prices. This is best kept in 
a separate record, probably on the section principle, or perhaps simply 
alphabetical. All costs—giving purchase date, supplier’s name, amount 
bought and landed cost—are recorded on a tabular system or on cards in 
such a manner that all costs are comparable at a glance and thus subject to 
supervision. All the lines handled by the organisation are entered here, 
making it a complete buying record. I would even record standard costs 
and their variations and alterations in order to show their cost history. 





Some Psychological Aspects of Time Study 


By R. E. MASKELL, A.1.C.A., A.F.I.A., A.A.LS. 


I have often considered that some writers on Time and Motion Study have 
overlooked the very important fact that the human being is much more 
than a mere machine—however close the analogy in some respects. 

That Time and Motion Study has its place in industry is undoubted, but 
I am sure that if managements attempted to inflict some of these ingenious 
plans on Australian workmen much dissatisfaction would be displayed. The 
Australian temperament is normally characterised by its detestation of 
tyrannies of any description and as the Time and Motion innovation, if 
mishandled, is likely to lead to a serious disruption of industrial relationships, 
I believe it is extremely important to place in the forefront of our consideration, 
at this time, some of its psychological aspects. 


Workers’ Co-operation is Essential 

It must be admitted that these methods of “work and time analysis” do 
hold out a possibility—almost a temptation, to take advantage of the worker 
and to exploit him by demanding a greater exertion from him in return for 
a negligible increase in his possible earnings. 

It cannot be too strongly emphasised that the willing and wholehearted 
co-operation of the worker is absolutely essential to success. In introducing 
time-study for the first time, the worker must be made to understand clearly 
what it is all about; not only during the actual “time-study,” but also after- 
wards when the consequent changes are put into effect. If the worker 1s 
left in ignorance as to the purpose of these new methods and ideas, then his 
natural and immediate reaction is one of resentment; and you can achieve 
nothing while that feeling nredominates. If the worker is induced to give 
his willing co-operation in the work, then he is in all fairness entitled to 
share in the results. 

This means, of course, that any economy effected by the new methods 
must be shared by him; the price of the job, or the “times allowed” must be 
so fixed to give him a reasonable chance to earn a higher wage. Any attempt 
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on the part of a management to evade this obligation and to pocket all the 
benefits for themselves can result in nothing but discontent among the workers 
which in turn will decrease production and thus offset anything gained by 
the new method. 


Beware of Fatigue 

Again it must be remembered that working under whatever new methods 
your “work analysis” may suggest, the individual worker will be under a 
greater and more continuous strain, simply because he will be more con- 
tinuously occupied and will be putting more actual effort into each hour 
than before. 

If this fact is overlooked, and no provision made to prevent it, then 
excessive fatigue must inevitably follow. This will mean that costs will rise 
instead of fall and your analysis will have achieved less than nothing! 

There is an optimum point in every worker’s curve of effort. Go beyond 
this and his efforts decrease—not by desire or through slackness on his part, 
but because fatigue compels him, even against his will, to slow up. This 
being so, it is unwise to attempt to extract the last ounce of effort, and if you 
try to exploit the worker by endeavouring to get more work out of him for 
the same wages, then you will deserve failure—and you will assuredly get it. 


Time Analysis 

Now that those few pointed but necessary remarks have been made, we 
can consider the question of making a time-study of the job from which we 
have already prepared the production plans and working plans. 

The actual taking of time-studies presents very little difficulty in the usual 
way, but it does call for close attention, alertness and keen powers of 
observation on the part of the observer. Moreover, he needs to be something 
of a diplomat, for the normal and natural reaction of the worker towards an 
observer of his work is one of resentment and distrust—even of fear. If this 
emotionalism—for that is what it is—is not recognised and accounted for, 
then the result of your time-study will be misleading. 

For this reason, the time-study man must not only be familiar with the 
work involved and his own particular job of observing and timing fairly and 
accurately ; he must also be able to get on the right side of the worker under 
observation, to allay his mistrust, to win his confidence and co-operation. 
He must be a good “mixer,” able to speak easily and conversationally with 
the worker and to put him at his ease. To be obtrusively tactful and polite 
will have the reverse effect to that intended. The time-study man must be 
able to get the worker interested in the whys and wherefores of the time-study, 
for only in that way will he have his attention voluntarily drawn to things 
which might otherwise escape him. 


Secrecy Doesn't Pay 

There must be nothing furtive or secret about his work, either; his actions 
must be open and frank and perfectly “‘above-board,” and he should at all 
times evince a spontaneous readiness to explain what he is doing, what he 
is going to do, and why he is doing it—even if the questions are asked out 
of sheer curiosity. 

The successful time-study man does not begrudge the time spent in 
cultivating a feeling of good-fellowship between himself and his subject, for 
he knows that such time is amply rewarded by the knowledge that such a 
feeling is essential to accuracy in his work and is the means of obtaining 
helpful assistance which is unobtainable by any other means. 

No apology is offered for dealing with these matters at some length, for 
upon the time-study man’s figures all things depend. Inaccurate time-fixing 
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leads to trouble and discontent among the workers, loss of profits, loss of 
orders, slowing-up of production and many other evils of that nature, and 
again it is repeated that accuracy in time-study is impossible wherever there 
is distrust or lack of confidence between the time-study man and the worker 
he is observing. 

Many time-study men who have learnt the truth of these matters from 
hard experience still manage to fall down on the job, but for quite 
another reason. They fail to realise that they must also keep on the right 
side of the foreman of the department concerned! This is not so simple as 
it seems, for he is, after all, “poking his nose into other people’s affairs,” or 
so the foreman is likely to think! He is doing work which the foreman has 
always reckoned to be part of his job (largely by instinct rather than 
scientific analysis) ; he is butting into and altering methods and matters for 
which the foreman has been responsible in the first place and with which he 
is probably quite satisfied. There is therefore a ready-made tendency for 
the foreman to look upon the time-study man as an interfering nuisance. 


Placate the Foreman 

As the foreman, if so inclined, can make matters very awkward indeed, 
it is necessary for the time-study man to remove these conservative ideas, 
and he can do this by carefully explaining that he is there solely for the 
purpose of making his work easier, not merely to interfere and find fault 
He should point out that all his specialised experience and all his time is 
being devoted to just one small part of the foreman’s responsibilities, and 
consequently it is plain commonsense that he is able to go deeper into the 
work and thus find out things which the foreman could not hope to do with 
anything like the same accuracy. 

It is worse than useless to take up the “superior person”’ attitude, criticising 
and carping! The time-study man is there to help the foreman and he needs 
considerable tact in his dealings with him. In short, the time-study man 
must be on really good terms with both the foreman and the worker: if he 
cannot achieve this, it would be far better if he found some other avenue 
for his talents. 

Having safely got over these fences the time-study man is up against 
another difficulty, and this time it is a very real one. It is—“what particular 
type of worker should I observe?” That eminent pioneer of scientific manage- 
ment, Mr. F. Taylor, used to select for his observations the most highly-skilled 
worker available in the particular type of work he wished to study. 

He did this because it was his opinion that the best man was so much 
more easy to recognise than a man to be defined in any other way. This 
is probably true, for any foreman will quickly tell you whom he considers 
to be the best worker in his department. But the “observed times” arrived 
at by utilising this highly-skilled worker, obviously could not be used as 
“standard” time applicable to all the workers engaged on that particular job, 
and it was necessary to modify them considerably so as not to penalise the 
slower or less highly-skilled workers. And this is where Taylor came up 
against a difficulty. The degrees of skill between the best worker and the 
worker only just good enough to warrant employment were vast and varied, 
and to adjust the “quickest possible time” in such a way as to render it fair 
to the entire gamut of workers from the best down to the worst so that all 
could earn a reasonable wage, proved to be practically impossible. 


The “Average” Worker 

Then came the idea of timing the “average” worker, which obviously was 
a sound idea. But how to define the “average” worker? And how to 
recognise him when defined? The best man, as Taylor found, usually shines 
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out above all others; equally the worst man is usually obvious, but to pick 
out an “average” man presents difficulties which are not obvious at first sight. 

One method of arriving at an “average” performance is to study a large 
number of workers and to take the average of all the results obtained, but 

s a cumbersome and costly method, so costly in practice that any benefit 
gained in the process is automatically lost in the cost of the study! The 
importance of this matter is apparent. If you cannot determine what is an 
average performance for a worker (an average, be it remembered, that is 
acceptable to the whole of the workers as fair and equitable) then the whole 
purpose of time-study is futile and useless, for if you cannot determine how 
long it should take an average man to do a job, then you cannot hope to fix 
times which will offer the necessary inducement to all the workers to increase 
their efforts—which, after all, is the underlying purpose of all time-study. 

Guess-work is no good, for you might easily select a man who is some 
degrees above this elusive “average” and by fixing your times on his perform- 
ance you find very quickly that many of the workers cannot earn a bonus, 
with the result that trouble and failure to achieve any speed-up of production 

nsue. On the other hand, you might just as easily contrive to select 

worker some degrees below average. Then you find that your “times 
’ are excessive and that some of the workers are earning absurdly 
bonuses. Consequently, the general method in use is to effect a com- 
mise by selecting one or two workers whom the foreman designates in 
judgment as “average,” observing these workers, and then adding to the 
arrived at an arbitrary percentage which might (according to the 
management’s policy) be anything from 20% to 75% or even more. 
usly this method is nothing more than a rough-and-ready compromise, 

but efforts have been made to arrive at a more scientific conclusion. 

The “Lowry” System 

One such method is explained at length in an American book entitled 
“Times and Motion Studies and Formulas,” by Lowry and others. This 
method represents a degree of complexity which, in the writer’s opinion, 
renders it impossible for the ordinary workman to understand, and conse- 
juently cannot be considered suitable for use in any but a few specialised 
cases. Nevertheless, as a matter of general interest it might be as well 
to give a brief explanation of this system, for it is probably the most ambitious 
attempt yet made to solve this problem of the “average” worker. 

The author of this system claims that time-study is affected by four main 
considerations, which are (a) skill, (b) degree of personal effort, (c) con- 
sistency of effort and (d) conditions under which the work is done. He 
then proposes a schedule of fixed allowance percentages which are to be 
added to or deducted from the figure by which the observed times are 
modified. The table of factors suggested by the author are reproduced in 
Fig. 1 
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Consistency Factor Conditions 


+0:04 Perfect A +0:06 = Ideal 

+0:03 Excellent B +004 Excellent 

+001 Good } +0:02 Good 
0:00 Average D 0-00 Average 

— 0-02 Fair E — 0:03 Fair 

— 0:04 Poor F — 0:07 Poor 


Fig. 1. The “Lowry” table of adjustment factors in time-study for 
determining “Average” performance. 


When a motion is being observed, each of these four main considerations 
is taken into account (according to the judgment of the observer, of course) 
and they are utilised in the following manner : 


The work is judged to have been carried out with, say: 
Good Skill (C2) .. .. .. .. +03 
Poor effort (FZ) .. .. .. .. —:°17 
Fair consistency (E) .. .. ... — 02 
Fair conditions (E) .. .. .. — 03 


— ‘19 


Deducting this final figure of — -19 from unity, we arrive at a figure 
(which the author terms the “levelling factor”) of 0-81. Assuming that the 
average of the time-studies taken amount to three minutes on this particular 
motion, then the “‘standard” time becomes 3 & 0°81 = 2°43 minutes 


The Variable Factors 


It will be appreciated that this system does attempt to take into consideration 
not only the job and the degree of skill used, but also the degree of effort 
exerted by the worker, the conditions under which the worker performs, and 
the apparent consistency of effort (i.e., whether the work could be continued 
over a period at the same rate of effort). Consequently it offers a carefully 


ce 


thought-out attempt to determine an “average” performance, but as already 
mentioned, such systems as these cannot be recommended for general use, 
principally because of the impossibility of explaining to the ordinary worker 
exactly what is being done, how the “times” are arrived at, and, therefore 
why he is able, or not able, to earn a reasonable bonus. If you cannot do 
that, then your system is no more than a dangerous experiment. 

From the foregoing, it will be realised that the successful time-study man 
must not only be experienced in the work involved and the methods of 
“timing,” but must also have the gift of keeping himself on good terms with 
all concerned and must have the ability to make impartial judgments. He 
must be able fairly to estimate how much effort is being put into the job 
under observation, whether the worker could keep up his present rate of 
effort, and so forth. Upon his accurate judgment of these things depends 
the whole success or failure of what is now termed “scientific management.” 

The time-study man’s job is by no means an easy one, but it can be 
exceedingly interesting and satisfying. It depends upon the man himself— 
whether he is prepared to study not only the practical side of the job, but 
the psychological side too, for he must be as much a psychologist as he is 
an accountant-engineer. 
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Book Reviews 


Accounting Method 

One of the greatest handicaps to the administration and carrying on of the 
many activities associated with the war effort has been the lack of trained 
personnel—trained in the practice and principles of administration and finance. 
The leeway, however, is being steadily made up by the gradual improvement 
in organization generally and in the training of more and more members of 
the community—both male and female—in the arts of accounting and finance. 

“Accountants,” say the authors of a new textbook—Accounting Method 
—“ are by training equipped to diagnose business ills and recommend remedies 
for administrative difficulties.” The editor, in his introduction to this work, 
says that Messrs. Rorem and Kerrigan, the authors, have prepared the text 
primarily for those interested in accounting as an instrument of control in 
business management and for those interested in accounting as a technique 
of economic analysis. 

This addition by McGraw-Hill Book Company, New York, comes as a 
welcome addition to the list of war-time handbooks. Complete with exercises 
and practice sets and a comprehensive index, the book, containing more than 
40 chapters, is divided into five sections—the role of accounting in modern 
economic life, double-entry accounting, accounts peculiar to certain types of 
organisations and operations, and the interpretation of accounting data. 

W. Bruce RaINsForp. 


Commonwealth Income Tax Law and Practice. By J. A. L. Gunn. Butter- 
worth & Co. (Australia) Ltd. 

Mr. Gunn’s latest book covers the Commonwealth Income Tax Assess- 
ment Act 1936-1942, and contains the complete text of the Act, regulations 
made thereunder, and the 1942 Rates Act. 

The provisions of the Act are fully covered, the explanations being accom- 
panied by numerous working examples demonstrating the operating of the 
various sections. This represents the main part of the book and covers 1030 
pages. The remaining 214 pages include, inter alia, a table of cases quoted 
and an index. 

The latter was prepared personally by the author, who expresses “the 
hope that it will prove an effective guide through the present maze—a maze 
created by the complexities of present-day business and the necessity to 
reserve equity between the various classes of taxpayers.” The 128 pages 
devoted to this section of the work are so comprehensive that there appears 
to be little doubt of Mr. Gunn’s hope being realised. 

A tremendous number of decisions are quoted in the text. The table of 
these alone covers 23 pages and indicates the thorough manner in which 
decisions of the Courts and the Commonwealth Taxation Board of Review 
have been consulted for the purpose of illuminating “many otherwise dark 
and obscure provisions of the Act.” 

The law, as stated in the volume, is that which was in operation on March 
15, 1943, consequently the 1943 Acts (Nos. 10 and 11 of 1943), assented 
toon March 20, are not covered by the work. These, and other amendments, 
will be dealt with in Butterworth’s Taxation Service. The paragraphs of 
the present work are numbered consecutively, and this will enable all 
subsequent amendments to be conveniently linked with the text of this 
volume, so that, through Butterworth’s Taxation Service, the book may be 
kept continuously up to date. 

This book is an outstanding work on the subject, and Mr. Gunn is to be 
congratulated on the result of his efforts to present taxpayers with a complete 
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and comprehensive explanation of Commonwealth Income Tax Law angm 
Practice—a stupendous effort in war-time. : 
Rates of Taxation—1943 Edition. 

The Taxpayers’ Association of New South Wales has published a 19498 
edition of Rates of Taxation, by John M. White and William Benjamin 
This volume gives a very useful summary of rates of the twenty-seveny 
varieties of taxes in force in Australia, as well as some of those in forge@ 
overseas. Commonwealth Income Tax rates for both the current year and 
next financial year are included. 

The information is presented in a convenient and concise manner, and the 
manual should prove a welcome aid to Taxation Agents and others when 
verifying the complex calculations of taxes and rebates in the demands issued 
by the authorities. 

The book is obtainable from booksellers or direct from the Taxpayers’ 
Association of New South Wales (price 7/6, post free). 

Income Tax Quiz. 

In our February issue, we reviewed a booklet published, with the above 
title, by the Taxpayers’ Association of New South Wales. 

The Association has now produced a supplement, which it is supplying 
free to all purchasers of the original booklet. This supplement gives a brief 
explanation of the variations in Income Taxation and Procedure as a result 
of the Amendments effected by the Jncome Tax Assessment Act 1943. 
Social Insurance and Allied Services—Report by Sir Wm. Beveridge. 

The recently published, and widely discussed, Beveridge Report has been 
described as a British Revolution—a phrase taken from the Report itself. 

Sir William states “that want could have been abolished in Britain just 
before the present war. It can be abolished after the war, unless the British 
people are, and remain, very much poorer then than they were before, that 


is to say, unless they remain less productive than they and their fathers 
were,” and he suggests how this can be done. The plan is practical, and 
based on known facts, and the Report should be of great interest to every 
intelligent student of politics to-day, whatever political party he may support. 

Copies of the Report are obtainable from Robertson & Mullens Ltd., of 
Melbourne, at the retail price of 3/7. 
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